Marginal Costing 
And Valuation of Work in Progress 


By G. T. WEBB, M.Com., A.A:S.A. 


URING the past three years mar- 

ginal costing has received a good 

deal of attention in overseas Account- 

ancy Journals,” but the subject does 

not appear to have aroused any par- 
ticular interest in Australia. 

In the United States marginal cost- 
ing is referred to as direct costing, and 
Dr. Moller has pointed out that dif- 
ferential costs, increment costs and al- 
ternative costs are names also applied 
to results obtained from this particular 
costing technique.“ 

Marginal costing is not a new method 
of costing, but the segregation and al- 
location to jobs of particular costs, 
namely, the cost of direct labour, direct 
material and expense directly attribut- 
able to production, that is, costs which 
would not be incurred if the product 
under question was not manufactured. 
It does not include fixed (or periodic) 
expense. 

This costing concept is not a new 
discovery, and the allocation and re- 
covery of direct costs was discussed by 
Professor J. M. Clark in 1923, under 
the name of differential costs.“) He 
Stated that differential cost “repre- 
sents the cost that must be incurred if 
that business is taken and which need 
not be incurred if that business is not 
taken.” 


The theoretical concept of marginal 


cost is of considerable importance in* 


economics, and is dealt with in most 
standard economic text-books.“ Mar- 
ginal costing derives its meaning from 
this economic concept of production at 
the margin, i.e., the difference between 
the cost of a certain number of units 
(n) against the cost of a number of 
units increased by one (n+ 1). If the 
certain number of units (n) has ab- 
sorbed the overhead charges of a fixed 
or periodic nature, the cost of the one 
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additional unit will equal exactly the 
amount of direct labour, direct material 
and variable overhead expense directly 
related to its production. 

It is not intended to examine in this 
article what marginal costing is or the 
advantages and disadvantages of this 
method of costing over other costing 
methods already in use. These mat- 
ters already have been ably reviewed 
in articles in overseas journals, to 
which reference has been made, par- 
ticularly those by Dr. Moller, Professor 
Beckett and Mr. Hosick. 

However, it is proposed to refer 
briefly to one result which follows from 
the introduction of marginal costing, 
namely, the effect on the valuation of 
work in progress. Under marginal 
costing fixed expenses are eliminated 
from the valuation of work in progress, 
which means that such work in pro- 
gress is valued in a more conservative 
manner than under total (or absorp- 
tion) costing. 

Mr. Hosick has suggested that “if 
we are to accept direct costing it must 
be on grounds other than that absorp- 
tion costing has completely failed, or 
that inventories are more accurately 
priced on the direct cost basis.”*”  Al- 
though this may be so, it is suggested 
that if marginal costing finds general 
acceptance overseas, the change in the 
method of valuing work in progress 
(and the calculation of taxable profit) 
will be of great interest to Australian 
manufacturers. 

In 1936, Mr. Harris published one of 
the first articles on direct costing, in 
which he advocated the elimination of 
fixed costs from inventories,“ and an 
article the following year by Mr. Kohl 
supported this suggestion.” In this 
year, Mr. G. Charter Harrison in- 
cluded an article on this question 
(“Why Most Profit Statements are 
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Wrong’) in his publication 
Wine in Old Bottles.”° 

Ten years later Mr. Kramer, of the 
research staff of Harvard University, 
published an article advocating the 
elimination of overheads from inven- 
tory, giving reasons for adopting direct 
costing to achieve this result.°” A 
few months later this was followed by 
an article by Mr. Clark supporting the 
exclusion of fixed charges from inven- 
tory by means of direct costing, and 
giving an example of a company which 
had used this method with satisfactory 
results for the previous six years.“ 

The same year also saw the publica- 
tion of a research bulletin by the 
National Association of Cost Ac- 
countants, on costs included in inven- 
tories.“ This bulletin did not deal 
with expenses excluded from inven- 
tories under direct costing, but with 
costs included in or excluded from in- 
ventories under conventional or total 
costing. 

The conclusion was reached that “the 
study disclosed widespread exclusion 
from inventories of certain costs con- 
nected with manufacturing. These 
are under- and over-absorbed burden 
balances, variances from standard 
costs, research and development costs 
and royalties. These items, together 
with losses arising from inventory ad- 
justments, are most commonly carried 
to cost of goods sold. In this position, 
they affect the gross profit of the period 
in which the expenses were incurred, 
regardless of the fact that a substan- 
tial portion of the goods made during 
the period may remain in the inven- 
tories. Hence, cost of sales for any 
specific period includes a variety of 
charges which may or may not be as- 
sociated with the cost of manufactur- 
ing the goods sold during the period 
covered by the profit and loss state- 
ment,”’(!#) 

The year 1947 also saw the publica- 
tion in England of the first textbook on 
marginal costing, in which it was 
stressed that “marginal or direct cost 
is the only value that can be justified 
for the valuation of stock and work in 
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progress.”"® A possible defect of 
this book is its outspoken advocacy of 
the adoption of marginal costing, 
rather than being an impartial ex- 
amination of the advantages and dis- 
advantages of this method of costing. 

Dealing with the exclusion of fixed 
expense from work in progress, Messrs. 
Lawrence and Humphreys stated that 
“profit is not made when goods are 
manufactured, but only when they are 
sold, and whereas the efficiency of a 
works can be measured by its produc- 
tion, the profit made by the concern 
must necessarily be dependent on the 
sale of the goods produced. The fixed 
expense of a business, as already 
pointed out, is a constant quantity in- 
curred during a period of time, and 
when the period has expired, the fixed 
expense incurred has been exhausted 
in conducting the business as a whole 
during that period; there is nothing 
left to carry forward. It has all been 
used up. 

“The whole of the fixed expense, 
therefore, should logically be allocated 
to what has been sold, as that is the 
only source of revenue out of which to 
pay for it. In consequence, the fixed 
expense of any period must be charged 
against the cost of the goods sold in 
the same period. Part of the fixed ex- 
pense cannot rationally be transferred 
to the next period by the addition of 
some arbitrary amount to the value of 
stock and work in progress. The next 
period will incur its own particular 
fixed overhead expense.”® 

In view of the increasing interest 
which is being shown in the subject of 
direct costing in the United States, 
the National Association of Cost Ac- 


-countants published last year a re 


search study, which presents a fair 
summary of the uses of direct costing, 
its advantages and disadvantages, and 
the stage reached in the general ap- 
plication of this costing technique in 
the United States.¢” 

Dealing with valuation of inventories 
under direct costing this study stated 
that “some of the companies inter- 
viewed also follow the direct costing 
method in preparing financial re- 
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ports for stockholders, governmental 
agencies, and the public at large. 
Where this is done, inventories of work 
in progress and finished goods are 
costed at variable cost and all fixed 
manufacturing costs are charged 
against income of the period. While 
it is generally agreed that the primary 
basis of accounting for inventories is 
cost, practice with respect to what 
costs are included in or excluded from 
inventory varies widely. Exclusion of 
various fixed manufacturing costs— 
particularly depreciation and property 
taxes—seems to be a fairly common 
practice. There are also companies 
which charge inventories only with 
prime costs, i.e., with costs of direct 
material and direct labour.”“® 

On this point Mr. Hosick stated— 
“what is cost for inventory valuation? 
One company uses last-in first-out; a 
similar company uses first-in first-out; 
some companies include at least part of 
general and administrative expense; 
others omit or include items of expense 
which may be acceptable or may be 
questionable. The practices used are 
so varied that we feel incapable of ex- 
pressing what types of costs should or 
should not be included, and in the last 
analysis have rested our case on the 
panacea of all of our pricing problems 
—consistency and conservatism.” ©” 

There is no doubt that a similar 
situation exists in Australia, and that 
there is no uniformity in this country 
in the method of valuing work in pro- 
gress. Mr. Mutton stated recently 
that “it is common knowledge that 
many companies have stock reserves, 
some of them disclosed in their ac- 
counts, others not.’ 

The interest being taken in marginal 
(or direct) costing undoubtedly will 
direct more attention in the future to 
the split between fixed and variable 
expenses and the use of flexible bud- 
gets,*) and may result in a searching 
examination of certain aspects of ac- 
counting theory. If fixed expenses 
are omitted from the valuation of work 
M progress there is an apparent con- 
flict with the accounting concept of 
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matching costs with revenue.?” On 
the other hand there is a definite case 
for the claim that fixed costs should be 
charged in full to the period to which 
they relate, and this claim requires 
examination. 


In 1947, the Committee on Account- 
ing Procedures of the American Insti- 
tute of Accountants examined the gen- 
eral principles applicable to the pricing 
of inventories, and reported that “as 
applied to inventories, cost means in 
principle the sum of the applicable ex- 
penditure and charges directly or in- 
directly incurred in bringing an article 
to its existing condition and _loca- 
tion.” 

In a discussion on the above state- 
ment the Committee gave qualified 
approval to exclusion from inventory 
of idle facility expense and certain 
other items but stated that “the ex- 
clusion of all overheads from inven- 
tory does not constitute an accepted 
accounting procedure.” In the same 
year the United States Treasury 
Department gave “an important in- 
formal ruling, the substance of which 
was that operating costs incurred ir- 
respective of the degree of plant ac- 
tivity do not have to be included in in- 
ventories for income tax purposes.” ?® 


A later statement in a research study 
by the Committee on Accounting and 
Auditing Research of the Dominion 
Association of Chartered Accountants, 
Canada, appears to go further in giv- 
ing approval to the exclusion of some 
part of fixed manufacturing expense 
in valuing work in progress. This 
stated that “in the case of inventories 
of goods in process and finished goods, 
cost will include the laid-down cost of 
material plus the cost of direct labour 
applied to the product and ordinarily 
the applicable share of overhead ex- 
pense properly chargeable to produc- 
tion. ... Sometimes certain costs are 
excluded in determining inventory 
values. Usually expenditure arising 
out of abnormal! circumstances, such as 
rehandling of goods and idle facilities, 
are not included. Similarly, in some 
cases, fixed overhead is excluded where 
its inclusion would distort the profit 
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for the year by reason of fluctuating 
volume of production.” °” 

In the recently published bulletin on 
direct costing, the Research Committee 
of the National Association of Cost 
Accountants stated that “if it proves 
to be an innovation which serves users 
of accounting information better than 
existing procedures, it is to be ex- 
pected that direct costing will, with 
time, become generally accepted.”* 

If this should eventuate, accounting 
concepts, no doubt, would be amended 
if there was any conflict between theory 
and accounting procedures found to be 
most satisfactory for general business 
use. The main problem, as usual, is 
whether the change would be accept- 
able for income tax purposes. In re- 
cent years, pay as you go taxation and 
other modifications to existing taxation 
regulations (eg., LIFO for stock 
valuation),@* have been accepted for 
the calculation of taxable income when 
the demand for their introduction has 
been general and desirable in the in- 
terests of sound business. It is not 
impossible, if direct costing proved to 
be more satisfactory for general ac- 
ceptance than absorption costing, that 
the taxation authorities would recog- 
nise the exclusion of fixed costs in 
valuing work in progress.®” 

Until such time as direct costing is 
accepted for taxation purposes, firms 
using it could confine it to the prepara- 
tion of internal reports, retaining full 
cost for their published accounts and 
taxation returns. This appears to be 
the present practice in the United 
States.@” 

A change-over from absorption to 
direct costing would present certain 
problems in connection with the valua- 
tion of work in progress,“ e.g., in- 
come for the year concerned would be 
reduced to the extent that the fixed 
expense component was eliminated 
from work in progress. This would 
affect both the taxable income and the 
disposable income to shareholders. If 
direct costing was generally accepted, 
the existing taxation regulations might 
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be amended, while established com- 
panies might be able to even out divi- 
dends in the transition year by draw- 
ing on reserves. Some firms would be 
affected more than others, depending 
on the volume of work in progress car- 
ried, and the extent to which fixed ex- 
penses had been excluded in valuing 
work in progress in the past. 

Advocates of direct costing have also 
pointed out that a uniformly accepted 
and used basis for the valuation of in- 
ventories would be advantageous from 
the community point of view apart 
from the benefits received by individual 
firms from this method of costing, 
Discussing this matter in 1947, Mr. 
Kramer suggested that “if we can im- 
prove our accounting principles and 
at the same time close the door to pos- 
sible violations of business morals, it 
would appear desirable to make that 
improvement.’ 

Recently, Mr. Hosick has suggested 
“the accounting profession might do 
well to consider very seriously the com- 
bined effect of the many bases used for 
pricing inventories on reported income 
and on corporate balance sheets, not so 
much from the standpoint of the in- 
dividual company but from the national 
viewpoint, in order that some similarity 
of purpose and presentation may be in- 
corporated in published financial state- 
ments.’ 

This question has acquired a new 
significance in recent years with the 
preparation and publication of national 
income statistics in many countries, in 
view of the fluctuations from year to 
year in the value of stocks held and the 
importance of movements in stocks in 
affecting the annual figures of gross 
national investment. 


In Australia, the estimated value of 
the annual increase in non-farm stocks 
held ranged from £10m. in 1938-39 (of 
gross private investment of £131m.,), 
to £380m. in 1951-52 (of gross private 
investment of £1,150m.), and minus 
£150m. in 1952-53 (of gross private 
investment of £590m.).@° The effect 
that fluctuations in the total value of 
non-farm stocks held have on gross 
private investment is obvious. 
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In the United Kingdom, the esti- 
mated value of the annual increase in 
stocks and work in progress ranged 
from £445m. in 1948 (of gross domes- 
tic capital formation of £1,911m.), to 
£1,365m. in 1951 (of gross domestic 
capital formation of £3,227m.), and 
minus £100m. in 1952 (of gross domes- 
tic capital formation of £1,900m.).° 
The extent of the fluctuations in the 
value of these stocks between 1951 and 
1952 attracted comment last year when 
the figures were published.” 

It can be anticipated that discus- 
sions on the use of direct costing, with 
the elimination of fixed expenses from 
inventories, will receive more attention 
in the future, and developments in this 
direction in the United States should 
be watched. An extensive discussion 
on direct costing was arranged for the 
66th annual meeting of the American 
Institute of Accountants at Chicago 
last October. 
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The Doctrine of “Ultra Vires’ 


By R. J. HIBBARD, LL.B., A.AS.A. 


INCE a registered company is an 
entity, it follows that the contem- 
plated actions of such a body must be 
entered into through the medium of 
agents. 

This aspect of agency has received 
considerable attention from the law 
courts over the past ninety-seven 
years, reaching a culminating point in 
1952, when the case of Rama Corpora- 
tion Limited v. Proved and General 
Investments Limited reviewed the pre- 
vious legal actions which had arisen 
against registered companies for some 
breach of an agreement entered into in 
excess of authority. 

Such an agreement falls within two 
categories; first, where the director or 
servant, as agent, acting within his 
power, purports to bind the company 
in a matter which is ultra vires, the 
company; second, where an agent has 
acted within the permissive powers of 
the company but beyond the scope of 
his apparent or ostensible authority. 

The phrase ultra vires is defined in 
Osborn’s Concise Law Dictionary as 


being “an act in excess of the authority 
conferred by law and therefore in- 
valid”. 

Undoubtedly this definition is in- 
tended to cover such a circumstance as 
arose in the case of Ashbury Carriage 
Co. v. Riche when it was held that a 
company incorporated under the Com- 
panies’ Act is bound by the terms of 
its memorandum of association to make 
no contract inconsistent with, or 
foreign to, the objects set forth in the 
memorandum, and any contract en- 
tered into in breach of the objects is 
ultra vires and therefore void, not on 
the grounds of illegality, but because 
of the incapacity of one of the parties. 

It follows that, if a company can 
escape a contractual obligation on the 
ground that the contract is ultra vires, 
the injured party might seek redress 
from the agent of the company who, it 
appears, has been guilty of a breach of 
warranty of authority, or of deceit, if 
the agent knew of the lack of author- 
ity. It is doubtful, however, if the 
plaintiff could succeed on either of the 
above counts as the agent might plead 

— Continued on page 139 
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the common law doctrine of construc- 
tive notice as a defence. 

This doctrine with respect to com- 
panies has been judicially explained by 
the court in the following words:— 
“As there are published documents 
which are open to the inspection of any 
member of the public, persons who 
have dealings with a registered com- 
pany must be taken to have construc- 
tive notice of the contents of the memo- 
randum and articles of association.” 

A series of relevant cases has arisen 
since 1927. These have involved the 
second application of the doctrine of 
ultra vires where agents have taken 
to themselves authority which, in fact, 
was not conferred upon them. The 
cases of Houghton and Company v. 
Nothard, Lowe and Wills, Kreditbank 
Cassel v. Schenkers and the recent 
cases of Rama Corporation Limited are 
illustrative of this. 

In the Rama Corporation case, a 
director, purporting to be an authorised 
agent of the company, had entered 
into contractual obligations intended 
to be binding on the company. Claims 
having arisen out of the purported 
agreement, the company denied having 
entered into the contracts, arguing 
that the director purporting to act as 
an agent of the company had acted 
ultra vires. 

In reply, the plaintiff contended that 
he was entitled to assume that the 
agent had ostensible authority as the 
articles of association contained a 
clause which provided that the board 
of directors may delegate any of their 
powers to committees consisting of 
such member or members of their body 
as they think fit. 

In Houghton and Company v. 
Nothard, Lowe and Wills the court 
said that a person who contracts with 
an individual director or servant of 
the company, knowing that the board 
of directors has power to delegate its 
authority to such an individual, may, 
under certain circumstances, assume 
that the power of delegation has been 
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exercised and that he may safely deal 
with the individual in question as re- 
presenting the company. 


But he would not be entitled to as- 
sume that the power of delegation had 
been exercised in favour of a person 
to any greater extent than was to be 
inferred from the position which such 
person occupied or was held out by 
the company as occupying, as, for ex- 
ample, if an article authorised the 
delegation of certain powers to an 
office boy one would not be entitled to 
assume that the power of the office 
boy would extend to unusual transac- 
tions such as entering into an enormous 
contract on behalf of the company. 

However, the court has gone further 
by stating that a person, who, at the 
time of purporting to make a contract 
with a company registered under the 
Companies’ Act has no knowledge of 
the company’s articles of association 
cannot rely on those articles as confer- 
ring ostensible or apparent authority 
on the agent with whom he dealt. 


In order to prevent any person not 
having knowledge of the articles of as- 
sociation from setting up an imputed 
knowledge on the basis of the doctrine 
of constructive notice mentioned pre- 
viously, the court has declared that the 
doctrine operates against the person 
who has failed to enquire and does not 
operate in his favour. It appears un- 
explainable that in one instance a per- 
son is presumed to know the contents 
of the memorandum and articles of as- 
sociation of a company, and in a differ- 
ent circumstance, knowledge of the 
contents of these documents cannot be 
imputed. 


In view of the many cases on this 
doctrine of ultra vires, it appears that 
a person should, before entering into 
an agreement with a company, exam- 
ine the memorandum of association to 
ensure that the subject matter of a 
proposed contract is within the scope 
of the objects clauses, and also that 
the person acting as agent for the com- 
pany has actual or ostensible authority 
to enter into the negotiations. 





Group Deductions and Payments 


By L. B. WRIGHT 


THE GROUP system is today a popu- 
lar method of paying for a variety 
of contracts entered into by individuals. 
By the group system is meant the 
scheme whereby a person (usually an 
employer) acting under an authority to 
do so, makes regular and fixed deduc- 
tions from the earnings of the indi- 
viduals who comprise the group. 


Generally, the amount deducted for 
each individual is constant and relates 
to a particular period of time, although 
the same amount may not be payable 
by each member of the group. After 
making the deductions, the employer 
remits a single payment or credit to 
the other party to the contract, which 
covers all individual contributions. The 
payment may cover more than one 
period of time. 


Some examples in which the forego- 
ing conditions could occur are contri- 
butions to a medical benefit or hospital 
fund, life assurance premiums, super- 
annuation contributions, union fees and 
the like. 


The following is a system designed to 
meet requirements in the office of the 
payee. The system is planned upon two 
main principles. Firstly, as the amount 
for each individual is constant, a record 
is kept, but individual accounts in terms 
of money are not. Should it be desired 
to ascertain the amount paid by an in- 
dividual then it is a question of calcu- 
lating this amount from the records. 
Secondly, as all members of the group 
are normally paid up to the same date, 
one record only is used to show the 
date to which they are paid. 


At the commencement of the group 
a separate card record is prepared for 
each member. Hereafter these will be 
referred to as individual cards. Suffi- 
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cient space must be allowed in the card 
design to record such details as name, 
address, dates of commencement and 
termination of payments, amount of 
periodical instalment, the group name 
and/or number, and any other infor- 
mation considered necessary. 


The remainder of the card (includ- 
ing the back) is ruled so as to enable 
due dates and dates of payment to be 
entered if necessary. A suggested rul- 
ing is as under— 


The top portion of the front of the 
card is reserved for the information 
mentioned in the previous paragraph, 
and then on the left-hand side of the 
remainder, including the back of the 
card, a vertical list of consecutive 
years is printed. Close to the bottom 
of each year entry, a heavy horizontal 
line is ruled from edge to edge. The 
spaces between these lines are then 
evenly divided by a further set of 
lighter horizontal lines. The number 
of lighter lines employed to divide each 
space will be determined by the size 
of the card used and the frequency of 
the periods for payment. 


For monthly periods one will pro- 
bably suffice, but for greater frequen- 
cies three or five lighter lines may be 
required. Consequently, sufficient space 
to meet requirements must be left be 
tween the year spaces, and in making 
this division it must be kept in mind 
that each due date needs two spaces 
vertically. 


The card is then ruled with a series 
of vertical lines spaced so as to divide 
it horizontally (excluding the year 
space) into the number of periodical 
payments due in a year. A sketch of 
the individual card described with 4 
few sample entries is given. 
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Front of individual card ruled for monthly payments. 


A single card, which we will call the 
control card, is then prepared. This 
card differs slightly in design from the 
individual cards and should be a dif- 
ferent colour. Space is reserved to 
show the name and number of the 
group, the frequency of payments and 
the total group payment per period. 
The remainder of the card (including 
the reverse side) is then ruled to give 
date space arrangements similar to the 
individual cards. 


As entries will appear in all date 
spaces on the control card it is an ad- 
vantage to make these spaces larger 
than those on the individual cards. En- 
tries on individual cards are the excep- 
tion rather than the rule, and in conse- 
quence, the date spaces can be kept to 
a minimum size. 


The cards are then filed in a suitable 
cabinet with the control card at the 
front of each group. For quicker re- 
ference where there are a number of 
groups, a projecting tab with name or 
group number showing may be made a 
feature of the control card. 


For the benefit of the person making 
the group deductions and payment, it 
will probably be necessary to prepare 
a list of all individual items compris- 
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ing the group. This list should contain 
(in relation to each individual) suffi- 
cient information to identify each in- 
dividual, the amount of his contribu- 
tion and the total for the group. 

It is advisable for the payee to re- 
tain a copy of this schedule to facilitate 
any reference to it by the payer. If 
variations in the group are infrequent, 
then one schedule may suffice for a 
lengthy period, but if withdrawals and 
new entrants are numerous it will be 
necessary to supply new lists more fre- 
quently. If the volume of groups or 
the numbers on a group warrant it, 
then some form of mechanical aid such 
as addressograph or punched card 
machinery is a great advantage. The 
need for the deduction lists arises 
mainly where the payer and payee are 
separate identities. 

A schedule would probably not be 
needed in internal groups, i.e., where 
the amounts deducted are not paid to 
an outside party. In some instances 
the payee supplies a schedule for each 
period, and this is receipted by him 
when payment is made and is then re- 
tained by the payer for audit purposes. 

When a payment is received the due 
date is entered in the appropriate space 
on the control card and the date of 
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payment is entered in the space imme- 
diately below. These entries consist 
only of day and month in figures, the 
year being already shown on the card. 
It may also be economical to pre-enter 
the due dates so that a minimum of 
work is performed when payments are 
made. 


Frequently a collecting commission is 
allowed the payee, and in some instances 
the amount of commission is deducted 
from the payment and only the net 
amount is remitted. So far as the 
group records are concerned, such de- 
ductions may be ignored, but it is, of 
course, necessary to deal with them in 
the accounting records. 


So long as no variations occur the 
control card indicates the position of 
each member of the group and no en- 
tries are made on the individual cards. 
It is almost certain, however, that due 
to sickness, holidays, withdrawals and 
new entrants alterations will appear in 
the periodical cheque. It is these varia- 
tions that make the preparation of in- 
dividual cards really necessary. The 
departures from normal fall into four 
groups — withdrawals, new entrants, 
overpayments and underpayments. 


For withdrawals, the individual cards 
are extracted and the control card 
amount reduced accordingly. For new 
entrants an individual card is made out 
and filed after increasing the payment 
figure on the control card by the sum 
of the amounts shown on the new in- 
dividual cards. 

When a temporary under- or over- 
payment occurs, the individual cards 
relating thereto are plucked and treated 
as follows:— 

For overpayments the due date 
covered by the extra amount paid is 


entered in the appropriate space, and in 
the space immediately below this is ep. 
tered the day of payment. For under. 
payments the due date of the first pay. 
ment not received is entered in the ap. 
propriate space, but no entry is made 
in the date of payment space. 


The card then indicates that the pay- 
ment in respect of the due date imme 
diately preceding the entry was the last 
received. The cards relating to under. 
or overpayments are then filed in front 
of the control card thus, by their posi- 
tion, indicating they are not in con- 
formity with the group as a whole. 


When the overpayments are taken 
up by subsequent non-payments the in- 
dividual cards are returned to their 
normal places in the file and as under- 
payments are made up, the date of pay- 
ment is marked below the due date, 
and when again in line, the individual 
cards are returned to their usual posi- 
tions. The individual cards may lk 
filed in alphabetical order or by serial 
number if numbers are allotted. 


As is generally the case in any sys- 
tem, departures from the normal create 
most work; so, if a card remains in 
the out-of-line section for long, appro 
priate action should be taken to bring 
it back into line as soon as possible. 

Payments of less than an instalment 
should be discouraged, but in some cir- 
cumstances the acceptance of payments 
on account may be unavoidable. One 
method of handling such receipts is t0 
record on the individual card a pencilled 
memorandum of the date of receipt and 
amount. When sufficient is in hand to 
cover an instalment the pencil notations 
are erased and the card is entered i 
the usual fashion, the date of paymett 
being shown as the date on which the 
last payment on account was received. 
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Provisions 
Do We Need Them ? 
By C. R. AIREY 


[z WAS pointed out in a previous 

article (1) that the term “provision” 
was, in Australia, used in connection 
with liabilities and losses not otherwise 
dealt with in the accounts, and with 
the charging to revenue of some types 
of capital expenditure. 

It seems unfortunate that one word 
should be employed so diversely. Cer- 
tainly, Provision for Doubtful Debts 
and Provision for Depreciation have 
something in common, in that they may 
both be regarded as deductions from 
assets; but other provisions, such as 
those for taxation and dividends, set 
up liabilities. 

Another awkward fact is that some 
provisions have as their counterparts 
charges against revenue, while others 
record appropriations of profit which 
has already been determined. 

The English Companies Act has at- 
tempted to fix the usage of the term 
by defining “provision” as: 

any amount written off or retained 
by way of providing for depreciation, 
renewals or diminution in value of 
assets or by way of prceviding for 
any known liability of which the 
amount cannot be determined with 
substantial accuracy. 

As a result, the Institute of Char- 
tered Accountants in England and 
Wales recommended: 

The word “provision” should cease 
to be used to denote amounts set 
aside to meet specific requirements 
the amounts whereof can be esti- 
mated closely: such amounts should 
be grouped with creditors, since they 
represent liabilities or accruals. 
However, this recommendation does 

not entirely remove confusion, for it 
seems to regard a liability as something 
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distinct from a provision (later para- 
graphs of the recommendation reinforce 
this impression), whereas the Act ai- 
lows a liability to be called a provision 
so long as it is not capable of exact 
determination. 


The idea embodied in the legislative 
definition appears to be that the word 
should be used as far as possible in the 
commonly accepted non-technical sense. 
Thus, according to the Concise Oxford 
Dictionary, the primary meaning of 
“provide” is given as “make due pre- 
paration”. Now in the case of accrued 
wages, we know just how much we 
have to pay, but in the case of taxation, 
we may not. We therefore prepare for 
the day when the amount will be 
exactly known. 


Depreciation, on the other hand, does 
not involve a liability, but it also pos- 
sesses the element of uncertainty in the 
present. Thus uncertainty appears to 
be the common factor in those situa- 
tions for which the Act regards a pro- 
vision as the appropriate treatment. 


Nevertheless the English definition 
does not overcome the problem already 
stated, inasmuch as it still allows a 
provision to represent either a liability 
or a deduction from an asset. 


When we find a term used in various 
incompatible senses, there are two pos- 
sible remedies: either to restrict its 
use to one such sense only, or to aban- 
don it altogether. In either event we 
shall of course need other (but not 
necessarily new) terms to replace it in 
part or in whole. It is therefore pro- 
posed to investigate the most common 
uses of the term “provision,” in order 
to see what alternatives are available. 


(a) Provision for Doubtful Debts: 
Here we deal with an anticipated loss 
(or, some might prefer to say, a cost— 
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PROVISIONS — Continued 


the cost of giving credit). The loss, 
though uncertain in amount, is in re- 
spect of revenue already recorded, and 
must be charged or “matched” against 
that revenue. 

The debit is therefore to Profit and 
Loss Account, but the credit cannot 
usually be made to any particular 
debtor’s account, for we are dealing 
with debts that are doubtful, not de- 
finitely bad. Nor can we conveniently 
credit Sundry Debtors, for that is a 
control account representing the sum 
of debtors’ balances, none of which are 
yet to be reduced. 

Consequently the credit is given a 
temporary resting place, pending more 
certain information which will allow its 
final incidence to be determined. When 
this bookkeeping problem arises in 
other connections, we commonly use a 
suspense account. Why not here? 
Could we not substitute Doubtful Debts 
Suspense Account for Provision for 
Doubtful Debts? 

Alternatively, if it is thought that 
“doubtful” does not sufficiently indicate 
that the amount is merely an estimate, 
or that “suspense” is too technical, we 
could entitle the account simply: Esti- 
mated Doubtful Debts. In either case, 
we eliminate “provision” without los- 
ing anything and without requiring any 
new term. 


(b) Provision for Taxation: There 
is a difference of opinion in this coun- 
try as to whether the charge for taxa- 
tion represents an expense of earning 
profits or an appropriation of profits. 
However, the corresponding credit cer- 
tainly represents a liability. Its amount 
is usually uncertain, but it is of the 
same nature as accrued wages—“in- 
curred,” but not paid. Would not then 
the title: “Estimated Accrued Taxa- 
tion” describe it with complete ade- 
quacy ? 

(c) Provision for Dividend: Strictly 
speaking, this is not a definite liability, 
as the shareholders usually have the 
right to reject or reduce a proposed 
dividend. In practice this contingency 
may almost always be disregarded. 
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Accordingly, the dividend recommended 
by the directors is very commonly 
shown in the accounts as a current lia- 
bility. Once again the term “provision” 
seems unnecessary, particularly as the 
element of uncertainty is so small. 
“Proposed Dividend” surely would be 
sufficient. 


(d) Provision for Depreciation: In 
the writer’s opinion, this use of “pro- 
vision” is the most objectionable of all. 
As in the case of doubtful debts, the 
amount is offset against an asset; but 
not for the same reason (uncertainty 
as to final incidence). Depreciation 
may be, and frequently is, actually 
credited to the asset account concerned, 
in which event no provision is shown. 
What is this provision, if its existence 
or non-existence can apparently depend 
upon whether it is considered more con- 
venient to show the asset in the ledger 
at actual cost or at unabsorbed cost? 
The facts are the same! 

It is settled accounting theory that 
when we charge depreciation against 
the revenue of a period, we are recog- 
nising that some part of a prepaid cost 
must now be deemed to have been used 
or absorbed in earning that revenue. 

The procedure is essentially the same 
as that used in cost accounting when 
we absorb or “recover” factory expense 
by transferring it to work in progress. 
The only difference is that we try to 
absorb the whole factory expense in one 
accounting period, whereas the expense 
of a fixed asset is absorbed over several 
periods. 

Would it not then be better to 
describe “Provision for Depreciation of 
Plant” as “Absorbed Cost of Plant”? 
Incidentally, this would eliminate not 
only the word “provision,” but “depre- 
ciation” as well. Having agreed that 
depreciation means expired cost, there 
is no reason why we should retain this 
unsuitable term at all, with its mis- 
leading implications of loss of “value,” 
and the consequent spurious contrast 
with “appreciation” that is so often 
made. Why not abandon altogether the 
word “depreciation,” speaking always 
of absorbed cost, and save ourselves the 
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PROVISIONS — Concluded 


necessity of constant explanation to the 
layman? 

Conclusion: The cases examined 
above are fully representative. They 
exemplify all the senses in which the 
term “provision” is used. In each 
example studied it has been found that 
—e- alternative terms are avail- 
able. 

This gives strong evidence that Pro- 
visions do not form a separate category 
of accounting thought. If a provision 
sometimes represents an accrued lia- 


bility, sometimes a loss of value receiv- 
able, sometimes an absorbed expense, 
then surely it can have no independent 
existence. 


There is nothing wrong in saying 
that we “provide” for doubtful debts, 
depreciation and the like. That ex- 
presses an action; we do something. 
But we do not create anything. The 
losses, liabilities, etc., are already there. 
So we recognise them by a book entry. 
The credit balance which emerges is 
not an entity requiring definition. It 
is merely a record of our action. 





New Victorian Probate Act 


By VICTOR L. GOLE 


[N A NOTE in the February number 

of The Australian Accountant, the 
effect of Section 14 of the Victorian 
Administration and Probate (Estates) 
Act, 1951 (No. 5590) was discussed. 
For the benefit of company secretaries 
and others, it was pointed out that no 
dealing with the shares or other assets 
of a deceased person could be effected 
without production of a certificate from 
the Commissioner of Probate Duties 
that the appropriate duty had been 
paid in respect of those shares. 


There is, however, one important ex- 
ception to the foregoing. When the 
Public Trustee is the executor or ad- 
ministrator production of a certificate 
from the Commissioner of Probate 
Duties is not required. 


By Section 18 (4) of the Public 
Trustee Act, 1939 (No. 4654) it is pro- 
vided that nothing in Part VI of the 
Administration and Probate Act, 1928 
(No. 3632), shall be deemed to apply 
to the Public Trustee or to any estates 
administered by him except as to cer- 
tain Court fees and the liability of the 
estate for Probate Duty, which Duty is 
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to be assessed and collected by the 
Public Trustee. The Administration 
and Probate (Estates) Act, 1951 (No. 
5590), is, by Section 1 thereof, to be 
read and construed as one with Part VI 
of the 1928 Act. 

In practice, the Public Trustee ob- 
tains a grant of probate or letters of 
administration without first paying pro- 
bate duty. The grant is obtained, the 
assets are realised and probate duty is 
then assessed and paid from the pro- 
ceeds of the realisation of the assets, 
which is a great convenience to the 
beneficiaries, as the estate is not re- 
quired to find the money to pay pro- 
bate duty before the grant is obtained, 
which gives the executor or adminis- 
trator the power to deal with the estate 
assets. 

When, therefore, a company secre- 
tary receives for noting a probate docu- 
ment which shows that the public trus- 
tee is the executor or administrator, 
the secretary is free to register a trans- 
fer of that estate’s shares without the 
production of a certificate from the 
Commissioner of Probate Duties. The 
Commissioner has agreed that his certi- 
ficate is not required. 





In Brief.... 


By GORDON BRUNS 


Queensland Companies Act.—Under the 
title of these notes, it is hardly possible 
to detail the amendments to the 
Queensland Companies Act, which were 
passed late in 1953. However, they in- 
clude provisions requiring Private Com- 
panies to file Balance Sheets with their 
Annual Returns (but inspection of such 
balance sheets is strictly limited); re- 
quiring auditors of Private Companies 
to be independent of the company (as 
with auditors of Public Companies), 
and to be registered as Public Account- 
ants under the Public Accountants Re- 
gistration Act; requiring a company to 
give notice to the Registrar if the 
Annual Meeting fails to appoint an 
auditor, when the Crown Law Officer 
will make an appointment; requiring a 
Private Company to supply its mem- 
bers with a Balance Sheet, Auditors’ 
Report and Directors’ Report not less 
than seven days before the date of the 
annual meeting; and requiring Private 
Companies registered outside Queens- 
land to lodge their Balance Sheets, un- 
less exempted in writing by the Crown 
Law Officer. 

For reference purposes, the Acts are 
“The Companies Acts, 1931 to 1942,” 
and the amendments were assented to 
on December 4, 1953, and are printed 
in the Queensland Government Gazette, 
No. 119, of December 10, 1953. 


Commercial Clerks.—Under the Vic- 
torian Wages Board system, the Com- 
mercial Clerks Board determines wages 
and conditions of work in Victoria for 
persons employed as clerks of various 
kinds, cashiers, typists, stenographers, 
bookkeepers and telephone attendants, 
with the exception of such persons em- 
ployed by banks, insurance and trustee 
companies, barristers and _ solicitors 
(but including persons employed in his 
practice by a barrister or solicitor as 
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typewriter or stenographer). The 
Board adjusts wages quarterly, accord- 
ing to the retail price index, and the 
last such adjustment operated from the 
beginning of February. However, two 
amendments were made to the award 
as from March 18. One was the ad- 
justment of wages for adult females 
working outside the metropolitan areas 
of Melbourne and Geelong, with the 
effect of making the wages of the vari- 
ous categories of adult females 2/6 a 
week less than the corresponding 
Metropolitan Wage. In the case of 
adult males, the award had set their 
rate 3/- higher in metropolitan areas 
than in other parts of Victoria. 

The following table shows the rates 
of wages for adult employees working 
within a radius of 25 miles of the 
General Post Office, Melbourne, or 10 
miles of the Post Office of Geelong. 
Rates applicable in other parts of Vic- 
toria may be obtained by subtracting 
3/- in the case of males, and 2/6 in the 
case of females. 

ADULT EMPLOYEES— 
Wages per Week 

Classification Males Females 
Stenographers, typists, 

operators of calculat- 

ing/ledger machines 282/6 212/38 
Telephone switchboard 

attendants .. . 282/6 210/83 
All other adults .. 282/6 206/6 

The other amendment concerns Meal 
Allowances. Previously, an employee 
was entitled to a meal allowance of 5/- 
when required to work beyond one hour 
after the usual finishing time, except 
where at least 24 hours’ notice of in- 
tention to work overtime had been 
given. Now the employee becomes en- 
titled to the 5/- meal allowance regard- 
less of whether notice to work over- 
time is given, but only if required to 
work beyond two hours after the usual 
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fnishing time. This provision only ap- 
plies within 25 miles of the G.P.O., Mel- 
bourne, and 10 miles of the post offices 
at Ballarat, Bendigo and Geelong. 


Commonwealth Committee on Taxation. 
—The Commonwealth Treasurer, Sir 
Arthur Fadden, announced on March 
25 that the Commonwealth Committee 
on Taxation had been abolished. It had 
been appointed in 1949 to advise on 
simplification of tax laws, and many of 
its recommendations had been put into 
effect, said Sir Arthur. The original 
committee was: Mr. E. S. Spooner 
(chairman), Dr. Hannan, Messrs. S. B. 
Holder, J. A. L. Gunn, R. S. Turner and 
J. W. Hughes. On the death of Dr. 
Hannan in 1950, his place was taken by 
Mr. Gordon Wallace, Q.C., and on the 
death of Mr. Spooner in 1952, Mr. 
Holder acted as chairman. 


* 

Another Dollar Loan.—On March 2, the 
International Bank for Reconstruction 
and Development made a loan of $54 
million to the Commonwealth of Aus- 
tralia, to be used to import capital 
goods and equipment for agriculture, 
forestry, transport, electric power and 
other industries. About one quarter is 
intended for agricultural and related in- 
dustries, and three-fifths for transport, 
including the improvement of roads, 
purchase of motor trucks, railway im- 
provement and purchase of components 
for diesel locomotives, and to purchase 
aircraft for both internal and external 
services, 

The International Bank lent Australia 
100 million dollars in August, 1950, and 
50 million dollars in July, 1952. All 
of the first loan has been spent, and 
most of the second, while the third loan 
is expected to finance imports of capi- 
tal equipment until about September, 
1955. Interest is at 4%, and the loan 
is for a 15-year term, with amortisation 
beginning in March, 1957. 


* 
Tourists Can Spend More.—The Com- 
monwealth Treasurer announced at the 
end of February that the non-dollar 
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currency allowances for tourists leav- 
ing Australia have been raised. No 
doubt, this is something to do with the 
improved position of Australia’s re- 
serves of oversea funds. The total al- 
lowed for a year has been increased 
from £A.937/10/- to £A.1,625, and of 
this total, the amount which may be 
spent in non-sterling non-dollar curren- 
cies was raised from £A.187/10/- to 
£A.375. This is in addition to any ex- 
penditure on fares paid in Australian 
currency. 


* 

More Gold.—The quantity of gold pro- 
duced in Australia in the year 1953, at 
1,074,446 fine ounces, was the highest 
since 1942, and its value of 
£A.16,776,916 was the highest since 
1939. Western Australia now produces 
three-quarters of Australia’s total out- 
put. 

Recently the free market for gold 
was reopened in London, all trading be- 
ing in sterling currency. Although this 
may have indirect benefits for the ster- 
ling area trade, Australian gold pro- 
ducers will gain no direct advantage, 
for the present at least. Because of the 
price premium available in the recent 
past in some dollar markets for gold, 
Australian producers have been allowed 
to sell their output only for dollars. 
However, the premium has practically 
disappeared recently. 


How Many Australians?—Press an- 
nouncements have informed us that the 
Commonwealth’s next Population Cen- 
sus will be held on June 30 this year. 
The usual date for a census is in the 
first year of each decade, but our cen- 
sus time-table in Australia was 4is- 
rupted in 1931 by the depression, and 
since then by the war. A census was 
held in 1933, and the next in 1947. It 
is intended to return to the traditional 
periods by holding a census this year 
(seven years after the previous one), 
with the next in seven years’ time in 
1961. 

Not only does the census inform us 
of the exact number of people in the 
country, with precise information on 

— Concluded Overieat 


147 





Fine Points of Commercial Law 


By E. H. COGHILL, LL.M., (Librarian of the Supreme Court of Victoria) 


C.LF. Contracts 


HE OLD DAYS, when overseas trade 
was all conducted by sailing ship, 

and documents and goods might be lost 
from sight for months, have gone for 
ever, and with them simple C.I.F. con- 
tracts, which some people even said was 
not a sale of goods, but of documents— 
the bill of lading and insurance policy. 

Nowadays, when one is told that a 
certain dealing is a C.I.F. contract, one 
must examine the documents more 
closely, to see exactly what it is the 
parties have promised each other—for 
as a result of these speedier dealings, 
cases in which the rights of third 
parties are involved have become rarer, 
and it is usually some dispute between 
the original contracting parties which 
comes into the publicity of a law suit. 

An example of all this is John Martin 
of London Ltd. v. A. E. Taylor & Co. 
Ltd. (1953) 2 L1.L.R. 589. 

In that case defendant agreed to buy 
for plaintiff 2,250 cases of tinned Aus- 
tralian meat loaf, at 21/2 per dozen 
tins, c.iff. London. But documents to 
be tendered were— 

1. Invoices in triplicate stating lodg- 

ment numbers and location of cer- 
tificate of origin if applicable. 


2. Insurance policy/certificate and/ 
or indemnity in lieu thereof. 


3. Bill of lading and/or ship’s de- 
livery order and/or c.i.f. delivery 
order. 


Prices having fallen to about 5/- per 
dozen defendants purported to reject 
on the ground that the documents did 
not comply with the contract. 


As to the insurance policy, plaintiffs 
had added to the invoices a clause stat- 
ting “we confirm that the above goods 
are covered . . and that we hold 
relevant insurance policy . We 
therefore indemnify you for any conse- 
quences which may arise due to your 
accepting these documents without a 
policy of insurance.” 


The Court said that the obvious pur- 
pose of having the clause in the con- 
tract, that an indemnity might be 
given instead of an insurance policy, 
was to enable the sellers to take out an 
insurance policy in their own name, 
covering a whole shipment and not 
each parcel. This indemnity, there 
fore, was one of the type envisaged by 
the contract, and was sufficient. 


Another point was that sellers in- 
formed the buyers “Certificate of 
origin lodged at Adelaide House” (with 





IN BRIEF — Concluded 


various demographic characteristics, 
but it reveals rates of growth in im- 
portant sectors of the economy, such 
as the populations in local government 
areas, groups of people of working age, 
numbers of particular groups of con- 
sumers (schoolchildren, young mar- 
rieds, widows, and so on). This infor- 
mation is basic data for planning on 


148 


the part of both government and pri- 
vate enterprise. No doubt, some 
people will mistake their census sche- 
dules, which they will receive toward 
the end of June, for a legal or financial 
document, and may seek the profes 
sional advice of their business consul 
tants in dealing with its enquiries. 
The law provides penalties for giving 
false information or failing to provide 
answers to the questions. 
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the Customs) “Lodgement number to 
be advised”. The buyers argued that 
they were entitled to the lodgement 
number immediately. 

As it was for the Customs to give 
each document a lodgment number 
after it was in their hands, and as this 
lodgment number could not be known 
for some days, the Court held that the 
contract must mean that lodgment 
numbers would be supplied when avail- 
able, and therefore the sellers were not 
in default for not supplying it imme- 
diately. 

Accordingly the defences failed and 
the sellers recovered judgment. 


Raising Funds 
[NTERNATIONAL Harvester Co. of 

Australia has very few shareholders, 
being apparently the wholly-owned sub- 
sidiary of its parent organisation. Ac- 
cordingly, when it was registered in 
1912, it was registered as a proprietary 
company, and in order to be eligible 
for such registration it included in its 
memorandum a clause “4. The company 
shall not receive deposits except from 
its members or shareholders for fixed 
periods or payable at call whether bear- 
ing or not bearing interest.” 

It also had a provision in its “ob- 
jects clause” giving it power to borrow 
money. 

In 1938 the Victorian Companies Act 
of that year included in its provisions 
a substantial relaxation of this re- 
quirement, section 26 (1) (a) (IV) now 
providing that such a company must 
not invite the public to deposit money 
with it, so that private deposits from 
outsiders were no longer prohibited. 

International Harvester desired to 
borrow about £3 million by unsecured 
fixed deposit notes, obtaining the money 
from a few financial institutions, and 
hot from the public. 

Accordingly it called a meeting of 
shareholders to propose a scheme of 
arrangement under section 153 of the 
Act, whereby it substituted for clause 
, of its memorandum the following 
clause : 
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“4. Any invitation to the public to 
deposit money with the company... . 
for fixed periods or payable at call 
whether bearing or not bearing in- 
terest, is prohibited.” The meeting ap- 
proved of this action and the Court was 
then asked to approve of this “scheme,” 
and, doubts having been expressed, it 
was referred to the Full Court, the 
case being reported as Re the Inter- 
national Harvester Co. of Australia 
Pty. Ltd., 1953, V.L.R. 669. 

The Court held unanimously that 
sec. 153 (the “Scheme of Arrange- 
ments” section) cannot be used to bye- 
pass the special requirements of the 
Act as to certain matters. For in- 
stance it does not override section 4 
(6), which says that the Memorandum 
can be altered only as expressly pro- 
vided by the Act. 

Therefore the company could not 
alter this clause by means of sec. 153. 
However, the case was not hopeless. 
The proposed amendment related to the 
powers of the Company and the Court 
gave a pretty broad hint that the com- 
pany could treat the obnoxious clause 
to an appendage to its “objects clause” 
and alter it accordingly by the proce- 
dure specified in section 6 of the Act. 
And the report notes that this was in 
fact done. 

A minor point—in preparing for the 
application the company had obtained 
an order giving it liberty to serve 
notices by posting them to the regis- 
tered addresses of its shareholders. 
Some of the notices were delivered per- 
sonally. The Court held that this order 
was given merely to facilitate service 
where the shareholder could not be con- 
veniently served personally, and that 
to serve personally instead of by post 
was quite in order. 


Greedy Directors 

THE CANADIAN case of Zwicker v. 

Stanbury (1954) I D.L.R. 257, re- 
lates to the efforts of the Supreme 
Court of Canada to do justice as be- 
tween the shareholders and the greedy 
directors of a small company. It also 
discusses the old and difficult problem 
whether a company can accept a sur- 
render of its own shares. 
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The facts were, that a hotel com- 
pany had for some years been kept 
alive by the Canadian Pacific Railway, 
which had financed it because of its 
convenience for travellers, taking a 
second mortgage for its advances. 


War conditions meant that the com- 
pany started to make a profit, and 
about the same time the directors had 
an offer of purchase from a big com- 
pany which owned a chain of hotels, 
and wished to add this to it. 


In the course of the accompanying 
negotiations, certain directors acquired 
as worthless a large number of shares 
in the company, and having ascertained 
that the Canadian Pacific had written 
off its mortgage as a bad debt, bought 
that also at a great undervalue. 


On these facts it was clear that the 
directors must account to the company 
for the benefits they had derived from 
their position as directors, and one 
problem was what to do with their 
shares in the company. 


It was agreed on all hands that, if 
the basic fact was accepted that they 
had acquired these shares by using 
their fiduciary position, they must be 
trustees of the shares in the company 
for the company itself. That being so, 
the Supreme Court of Canada cut the 
Gordian knot, and ordered them to sur- 
render these shares to the company. It 
is of course a fundamental rule of com- 
pany law that a company cannot pur- 
chase its own shares, and cannot re- 
duce capital or wipe off uncalled lia- 
bility except as provided in the Act. 
But forfeiture is clearly recognised by 
Table A (which has statutory force) 
and the Court held that to accept a sur- 
render of fully paid shares was analo- 
gous to a forfeiture and was likewise 
permissible. 

As the shares could be re-issued at 
any time capital was not reduced, and 
as the shares were fully paid, uncalled 
liability was not affected. 


ISO 


This seems to be the generally ac 
cepted opinion today, but there is sur. 
prisingly little authority on the point, 
so this decision is important. 


Leasehold Troubles 


LONG LEASES are not so common 
here as in England, neverthelesg 
the underlying basis of the decision in 
Re House Property and Investment Co, 
(1953), 3 W.L.R. 1037, is of sufficient 
general importance to be worth a note. 
Cutting out the detail from the re 
port, the vital facts were that one 
Phillips owned the Royal Arcade in the 
City of London, and let it in 1933 toa 
certain company for 90 years at a rent 
of £5,000 per year. Finally the lease 
became vested in the House Property 
Co., which itself entered into an agree 
ment with Mr. Phillips to pay the rent, 
so that it would remain liable if it 
should assign the lease. In 1951 it went 
into liquidation, having a surplus of 
assets over liabilities of about £2 mil- 
lion, and the liquidator assigned this 
lease for £40,000, the gross rentals be 
ing about £9,000 per year. 

The landlord not unnaturally wanted 
to know where he came in. The con- 
pany, his solvent tenant, was going t 
disappear, leaving behind an assignor 
whom he did not know and who in any 
event could escape liability if rents 
should fall by himself assigning the 
lease. And he asked that the liquidator 
should be ordered to set aside a fund 
sufficient to pay the rent if the tenant 
should default at any future time. — 

Something like this has been done it 
certain cases, but the Court pointed out 
that this would mean tying up a fund 
ot about £200,000 till the year 2023, 
and it held that the primary object of 
a liquidation is to realise the assets of 
the company and distribute the pr 
ceeds as soon as possible—not in the 
far distant future. 

Accordingly the correct procedure 
for the landlord was to value his claim 
and to prove for it in the usual wa): 
Contingent claims are of course prov 
able in a winding up, and though i 
would be difficult to value, that did no 
mean it could not be valued. 
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Don't Ignore the Arbitration 


AVING an unanswerable case is 
not necessarily the same as 
having a walk-over, and if your op- 
ponent insists on wasting his time and 
yours by going ahead, whether with 
Itigation or arbitration, all you can 
do is to go on with him. 


Last January (23 A.A. 5) I discussed 
an Indian case in which an insurance 
company had such a complete answer 
to the claim of the insured, that it 
asked the Court to stop him from 
putting the case to arbitration, and was 
very annoyed when the Court refused 
to prohibit the parties from deciding 
the case in the manner specified in the 
Company’s policy. 


Daniels Ltd. v Carmel Exporters and 
Importers Ltd. (1953) 3 W.L.R.216, 
is another case of a similar type. 
Plaintiffs agreed to buy from defend- 
ants two parcels of aniseed “about as 
per sealed sample”. In May plaintiffs 
complained of a defect in quality, the 
parties submitted the dispute to arbi- 
tration in accordance with a provision 
to that effect in the contract, and the 
plaintiffs were awarded as damages an 
allowance of 8/9d. per cwt. 


In August plaintiffs complained 
that the aniseed contained a hidden de- 
fect, namely an admixture of an in- 
ferior poisonous species of aniseed. The 
defendants, not without reason, object- 
ed that they had gone to arbitration 
once already, and had lost interest in 
plaintiffs’ complaints. Plaintiffs in- 
sisted, and referred the matter to an 
arbitration, which defendants ignored. 
Nevertheless, the arbitrators awarded 
the plaintiffs practically the whole 
Price of the goods, and the plaintiffs 
started these proceedings to recover 
the amount of the award. 


Defendants’ defence, of course, was 
that it is well settled that if a buyer 
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has a claim against a seller (or indeed 
in any other case when one has a claim 
against another) he has to sue for the 
full amount at once, and cannot litigate 
one part of his claim and then, later, 
another part. 

To this the Court agreed. If the 
defendants had fought this second 
arbitration they would have most 
probably won, either before the arbi- 
trators or on appeal. 

But they had not fought it. Their 
contract provided that disputes should 
be decided by arbitration. There had 
been a dispute, it had been decided by 
arbitration as the contract provided, 
and that was that. 


Testator's Savings 
Certificates 


DO not suppose accountants have 
ever doubted that the gradual in- 
crease in value of War Savings Certi- 
ficates and similar issues, represents in- 
come of the holder. The (Common- 
wealth) War Savings Certificates were, 
and the (British) National Savings 
Certificates still are free of income tax, 
but this does not mean that they are 
not income. But though this may be 
clear to the accountant or the lawyer, 
it may be doubted whether any other 
members of the community hold the 
same view. Most testators, for in- 
stance, would be surprised if anyone 
were to suggest that when their certi- 
ficates are cashed after their death, 
part of the proceeds may be capital 
and part income. Whether the law 
would take the same view was a 
pretty problem, and only recently has 
a case arisen where the amount in- 
volved made it worth arguing. 
That was re Holder’s Will, (1953)2 
A.E.R.1079. In this case, ironically 
enough, the trouble was caused by a 
provision, intended to get over these 
technical rules as to apportionment of 
receipts, that “no part of any divi- 
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dends rents interest or money of the 
nature of income which shall actually 
be paid after my death shall be ap- 
portioned or treated as capital.” 


Testator bought 500 national savings 
certificates for 15/- each (£375) in 
1940. In 1950 they nominally fell due, 
and he could have received £500 for 
them. But in fact he could have cash- 
ed them at any time, and received the 
interest then accrued if he had wish- 
ed to do so, and as he did not cash 
them when they matured they continu- 
ed to increase in value as before. He 
died in 1951, and in 1952 his executor 
received £534/7/6 for them, and ask- 
ed the Court what to do with the ex- 
cess, £159/7/6 over what testator had 
paid in 1940. 

The Court solved the difficulty by 
putting forward the eminently prac- 
tical and common-sense solution that 
the testator, in common with all other 


certificate holders, had really contract- 
ed with the Government, firstly that it 
would credit him with interest, but 
secondly that it would not pay him that 
interest as such but would add it to 
the principal value of the certificates 
and pay it only as part of that prin- 
cipal. Accordingly the increase in 
value of these certificates was not in- 
terest, but an increase in capital given 
to testator in lieu of interest, and 
therefore went as capital under his 
will. 

This decision probably carried out 
the real intention of testator, which 
is more than one can always say. 

Of course, apart from special legisla- 
tion, this argument would not have 
saved this increment from income tax. 

Incidentally, throughout his judg- 
ment, his Lordship speaks of “EN- 
CASHING” the certificates. This isa 
horrible word. I have never met it 
before and I hope I will never meet 
it again. 





Book Review 
Studies in Costing: Edited on behalf of 


the Association of University 
Teachers of Accounting by David 
Solomons; Sweet & Maxwell Ltd., 
London, 1952; Pp. xii + 648; Price, 
£2/9/6. (Our copy from the Law 
Book Co. of Australasia Pty. Ltd.) 


HE collection and publication in 

one volume of selected articles on 
aspects of accounting culled from 
various professional magazines is be- 
coming a popular method of keeping 
busy practitioners and students up to 
date on developments in the theory and 
practice of accounting. Two important 
publications of this kind in recent 
years have been Professor W. T. 
Baxter’s Studies in Accounting and 
Dr. Mary Murphy’s Selected Readings 
in Accounting and Auditing. The 
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volume now reviewed is the first de 
voted to cost accounting. 


The editor is Reader in Accounting 
in the University of London, and his 
object has been to bring together some 
of the best work done in the field of 
industrial accounting during the last 
20 years. Primarily the collection is 
intended for students of accounting 
and business administration, but it is 
thought that a number of articles in 
the book will interest students of 
economics, industrial engineers and 
businessmen as well. 

The articles are arranged in five 
categories — Historical, Concepts of 
Cost and Costing, Costing as an Instru- 
ment of Planning and Pricing, Costing 
as an Instrument of Control, and 
Costing in the Service of Government. 
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STUDIES IN COSTING — Continued 


The editor has himself contributed 
an original article on The Historical 
Development of Costing—a field which 
has hitherto been sadly neglected. This 
is a painstaking piece of work, dis- 
tinguished by clear perception of the 
evolutionary forces at work in account- 
ing for more than 200 years. The re- 
sult is absorbingly interesting not only 
as a piece of historical research, but 
also as throwing light on the increasing 
momentum of the conversion of ideas 
into practice in the service of industry 
and on the likely directions in which 
further advances will be made. 

The other of the two historical 
studies is a description, by Florence 
Edler de Roover (which first appeared 
in The Accounting Review, September, 
1937), of the books of account of 
Christopher Plantin, Antwerp, Printer 
and Publisher, in the Sixteenth Cen- 
tury, which shows clearly that a rudi- 
mentary form of cost finding was in 
use long before the Industrial Revolu- 
tion, from which cost accounting is 
popularly believed to have derived. 


The articles in the section on Con- 
cepts of Cost and Costing are— 

Theodore Lang: Concepts of Cost, 
Past and Present (1947) ; 

R. S. Edwards: The Rationale of 
Cost Accounting (1937) ; 

R. H. Coase: Business Organisation 
and the Accountant (1938) ; 

N.A.C.A. Editorial Department: The 
Uses and Classification of Costs 
(1946) ; 

Edmund Whittaker: 
Cost Accounting (1946). 


It will be noted that some of these 
articles are now several years old. The 
surprising impression that is left on 
their re-reading after many years is 
the freshness of their outlook and 
general approach. One illustration may 
be given out of many that come to 
mind. Perhaps the hottest subject of 
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controversy in cost accounting to-day 
is the usefulness of “direct costing” as 
contrasted with “absorption costing’. 
Professor Edwards’ article, written 16 
years ago, contains thoughts on this 
question which have not been better 
expressed right up to the present time. 

The section devoted to Costing as an 
Instrument of Planning and Pricing 
comprises the following articles: 

R. A. Gordon: Short-period Price 
Determination in Theory and Practice 
(1947) ; 

W. J. Vatter: Accounting Measure- 
ments of Incremental Costs (1945) ; 

Joel Dean: Methods and Potentiali- 
ties of Break-Even Analysis (1951)— 
which first appeared in The Australian 
Accountant; 

W. T. Baxter: Note on the Allocation 
of Oncosts Between Departments 
(1938) ; 

David Solomons: Cost Accounting 
and the Use of Space and Equipment 
(1948) ; 

E. L. Grant: Fundamental Aspects 
of the Depreciation Problem (1943) ; 

R. S. Edwards: Cost Accounting and 
Joint Production (1937) ; 

N.A.C.A. Research Study: Assign- 
ment of Non-Manufacturing Costs for 
Managerial Decisions (1951) ; 


R. S. Edwards: The Approach to 
Budgetary Control (1937). 

The names of the authors and the 
titles of their articles make an invit- 
ing list. Most of the articles we have 
read before, but their re-reading has 
recaptured for us their original stimu- 
lus. And here again, as_ indeed 
throughout the book, the articles do 
not appear in any way to be “dated” 
—a clear indication of careful selection 
no less than of the wisdom and far- 
sightedness of the authors. 

Articles in the section on Costing as 
an Instrument of Control include three 
which the editor describes as costing 
case studies. These are— 








STUDIES IN COSTING — Continued 


Sir Charles Renold: Accounting be- 
fore the Event (1947)—which includes 
a comprehensive description of the use 
of “control accounts” in The Renold 
and Coventry Chain Company Limited; 

N. G. Lancaster: Developments in 
Cost Accounting with Particular 
Reference to Standard Costing (1948) 
—a study of the use of monthly profit 
and loss accounts, the preparation of 
standard costs for products, and the 
operation and use of a standard-cost 
system ; 

C. J. Peters: Case Study of Produc- 
tion and Cost Control (1946)—con- 
cerned largely with production planning 
and production control. 

This section includes also an article 
by I. Wayne Keller on The Critical 
Areas of Material Control (1948) and 
one by L. W. Robson on Current De- 
velopments in Industrial Accountancy 
(1942). 

The final section, on Costing in the 
Service of Government comprises four 
articles— 

S. J. Pears: The Costing of Govern- 
ment Contracts (1946) ; 

Walton H. Hamilton: 
Standard for Price (1937) ; 


Cost as a 


income tax 
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A. H. Marshall: Costing in Local 
Government (1950) ; 

A. M. Groot: Efficiency in the Pub. 
lic Transport of Passengers (1947). 

The Association of University 
Teachers of Accounting and the editor 
have given great service to the account. 
ing profession by the publication of 
this volume. It covers almost, if not 
completely, the full range of cost- 
accounting problems. It has brought 
together work on varied aspects by a 
large number of authorities. And it 
has led us to read or re-read and to 
preserve in an accessible form for 
further re-reading from time to time 
the writings of recognised leaders in 
the profession. 

As it stands at present it may be 
regarded as an up-to-date presentation 
of the latest developments in theory 
and practice. As time goes on, doubt- 
less further developments will be ex- 
pounded with the same skill and in- 
sight as has been shown by the authors 
of this volume. May it be hoped that, 
as occasion arises, the Association and 
the editor will be willing to place the 
profession still further in their debt by 
the issue of supplementary volumes? 


A.A.F. 































—Insurance Digest. 
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Company Law Changes in Queensland 
By AUSTIN DONNELLY, A.AS.A. 


UEENSLAND businessmen — and 

many people in other States who 

are interested in company legislation— 

have something to warrant their at- 

tention in amendments to the Com- 

panies Act, which recently became law 
in Queensland. 

Though there is nothing very radical 
in the new laws there are several al- 
terations. Most of them, I think, 
could be described as improvements. 
Following is a summary of the amend- 
ments :— 


Filing of Private Companies’ Balance 
Sheets. 

In the past the Act did not require 
private companies to lodge with their 
Annual Return the balance sheet and 
other documents which are lodged by 
public companies. Under the new law 
private companies must lodge with 
their annual return :— 

1. a certified copy of the audited 

balance sheet; 

2. the auditor’s report; 

8. the documents that are required 
by law to be attached to the 
balance sheet. 

But there is a most important pro- 
vision which ensures that the affairs 
of private companies will still be re- 
latively private—or at least that they 
will not be open to the same degree of 
publicity as public companies. The 
Registrar is required to seal the above 
papers in an envelope or container 
(forwarded to him for that purpose by 
the company) and then file them. 

A private company may be exempted 
from these requirements by the Crown 
Law Officer (i.e., the Attorney-General, 
the Solicitor-General, or the Minister 
of Justice). The exemption (which 
must be in writing) is granted at the 
discretion of the Crown Law Officer. 
He may grant exemption on such terms 
and conditions as he thinks fit. 
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The terms and conditions must be 
complied with in every respect by 
exempted private companies. Any 
exemption may be cancelled by the 
Crown Law Officer: in that event the 
company is no longer exempted from 
the requirements. 

There are strict limitations on the 
inspection of the above documents, be- 
cause no person may inspect them ex- 
cept by order of 

a Supreme Court Judge; or 

the President of the Industrial Court. 

Thus, the authority to inspect must 
come from a judicial authority, not 
from an administrative officer. In 
Parliament the Minister said this pro- 
vision would prevent allegations of 
political influence in obtaining this 
authority. 


Information of Previous Years. 

Under the new law, a Supreme 
Court Judge or a member of the In- 
dustrial Court may order a private 
company to lodge the balance sheet and 
other items referred to above for pre- 
vious years, if he is of the opinion that 
the information is necessary for a 
court matter or industrial case. 

Again, inspection is strictly limited: 
no person may inspect these docu- 
ments nor make extracts therefrom ex- 
cept with the written authority of a 
Supreme Court Judge or President of 
the Industrial Court. 


Private Company Auditors. 

Auditors of private companies must 
now be completely independent in the 
same way as auditors of public com- 
panies. Up to date a person could be 
auditor of a private company even if 
he were a partner or employee of a 
director or an officer of that company. 
The new law disqualifies such a person 
from holding office as auditor. 


SS 





COMPANY LAW CHANGES — Continued 


There is a transitional provision 
which states that an auditor shall not 
be disqualified if he is acting under 
an appointment made prior to the 
1953 amendments. (For example, an 
auditor of a private company appointed 
at an annual meeting in say, Septem- 
ber, 1953, may carry on as auditor for 
the current year though disqualified 
by the new provisions (e.g., by being a 
partner of a director). The amend- 
ments became law on December 4, 1953. 


Qualifications of Auditors Generally. 


The provisions relating to auditors 
generally have been tidied up. No per- 
son may act as auditor of a company 
unless :— 

1. he is registered as a public ac- 
countant under the Public Ac- 
counts’ Registration Act; and 
he is not disqualified by being a 
director or officer of the company 
or a partner or employee of a 
director or officer of the company. 

An auditor is deemed to vacate his 
office forthwith if :— 

1. he ceases to be a registered pub- 

lic accountant; or 

2. he becomes disqualified as above. 

There is a penalty of up to £100 for 
any person who acts as auditor or ac- 
cepts that office when not legally quali- 
fied. 


Power of Crown Law Officer to appoint 
auditors. 


Previously, the Crown Law Officer 
could, on the application of any mem- 
ber, appoint an auditor of the company 
for the current year, if an auditor was 
not appointed at the annual general 
meeting. Now, no application is neces- 
sary. If the company fails to appoint 
an auditor at the annual general meet- 
ing, the Crown Law Officer automatic- 
ally has the right to make an appoint- 
ment. 

The new law obliges the company to 
give notice (of the fact that no auditor 
has been appointed) within one week. 
There is a default penalty for the com- 
pany and every officer who is in default 
if the notice is not given. 
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Ex-Queensland Private Companies. 

In the past those private companies 
incorporated outside Queensland but 
within the British Commonwealth of 
Nations, were exempt from lodging 
copies of balance sheets, etc., if they 
were not required by law of the place 
in which they were incorporated, to 
publish such information. 

The amendments provide that these 
companies will be exempted from filing 
this information only if they are given 
written exemption by the Crown Law 
Officer. The exemption, which may be 
granted on such terms and conditions 
as the Crown Law Officer thinks fit, 
must be fully complied with by ex- 
empted companies. The exemption 
may be cancelled by the Crown Law 
Officer at any time. 


Defunct Non-Queensland Company. 

A new section added to Part 10 of 
the Act provides for the procedure of 
striking off the Register the names of 
defunct companies which were incor- 
porated outside Queensland. As this 
is mainly an administrative or machin- 
ery section it will interest the Regis- 
trar of Companies more than the aver- 
age accountant or businessman. 


Other Provisions. 

Included in the amendments are the 

following minor changes :— 

1. copies of Balance Sheets and 
other documents must now be 
sent to members of private as 
well as public companies 7 days 
before the date of the annual 
meeting. 

Amendments to Section 11 allow 
for increases or decreases in 
charges for registrations, etc. 


Practical Effect of the Changes. 

In reply to an enquiry how private 
companies were faring in meeting the 
new requirements—whether there were 
any problems or items worth noting, 
the Registrar of Companies, Mr. R. B. 
Templeton, mentioned these points:— 

1. many private company secre- 

taries were rather perplexed by 
the provision that they must 
lodge “the documents required 
by law to be annexed to the 
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Taking and Recording Minutes 


By H. T. OAKEY 


A Paper given to the Secretarial Practice Group, Australian Society of Accountants, 
Victorian Division. 


PREPARATION of a record of the 

proceedings, business transacted, 
and decisions reached at meetings is an 
important duty of the secretary of al- 
most any organisation. 

Whilst every organisation in which 
decisions in regard to policy and activi- 
ties are made at meetings of members 
or by committees, councils, and the like, 
should preserve a careful record of such 
proceedings and decisions, in the case 
of registered companies the taking and 
recording of minutes is necessary in 
order to comply with the law. 

Law. 

The Companies Act of Victoria (Sec- 
tion 120) provides that every company 
shall cause minutes of all proceedings 
of general meetings and (where there 
are directors or managers) of all pro- 
ceedings at meetings of its directors or 
of its managers to be entered in books 
kept for that purpose. The articles of 
most companies provide for the keeping 
of minutes and usually define certain 
matters which must be recorded in 


these minutes. If Table A is adopted, 
then minutes must be kept of: 

(a) all appointments of officers made 

by the directors; 

(b) the names of the directors pre- 
sent at each meeting of the direc- 
tors; or any committee of direc- 
tors; and 

(c) all resolutions and proceedings 

of all meetings of the company, 
and of the directors and of com- 
mittees of directors. 

It is therefore compulsory by law for 
the directors of any company regis- 
tered in Victoria to cause proper 
minutes to be kept of all decisions made 
at meetings of directors and share- 
holders. Similar provisions will be 
found in the Companies Acts of other 
States. 

The important duty of compiling 
these minutes usually devolves on the 
company secretary, who is responsible 
to his board for seeing that a true and 
correct record of the proceedings is 
made. 





COMPANY LAW CHANGES IN QUEENSLAND — Concluded 


Balance Sheet”: he stressed that 
this did not require lodging of 
the profit and loss account: it 
covered only the directors’ re- 
port.* So, the three documents 
to be lodged are the balance sheet, 
the auditor’s report and the direc- 
tors’ report. (The phrase “re- 
quired by law to be annexed 
thereto”) would presumably re- 
fer also to the statement which a 
holding company must make re- 
garding treatment of profits of 
subsidiaries (Section 136) ; 

. as a valuable time-saver he of- 
fered this hint: on the envelope 
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which must be forwarded with 
the above documents by private 
companies it is wise to endorse 
the name of the company and the 
contents. This will enable the 
Registrar to seal the envelope and 
file it without delay. 


*Perhaps readers in other States may be in- 
terested to know that in Queensland the direc- 
tors must report on:— 

1. the state of the company’s affairs; 

2. recommended dividends; 

3. proposed transfers to reserves, etc.; 

. the amount and purpose of any drawings on 

reserves during the financial period; 

. the amount of depreciation provided in the 

accounts; 

6. the basis of valuation of the stock in trade; 

an 

. Whether provision has been made for all 

known contingencies. 
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Taking Minutes. 

The taking of minutes at a general 
meeting of a company is a fairly simple 
matter. The agenda can be prepared 
in such a way that, by the alteration 
of a few words and writing the whole 
in the past tense, the motions of the 
agenda will form the minutes. The 
business is usually formal and arrange- 
ments should be made before the meet- 
ing for certain of the directors or mem- 
bers present to move and second the 
motions as shown on the agenda. 

As in the case of general meetings, 
the agenda for a meeting of directors 
should be drawn up in such a way as to 
facilitate the taking of minutes. The 
order in which the business is to be 
transacted sometimes calls for much 
thought, which is well repaid by the 
manner in which the planning of the 
agenda facilitates the writing of 
minutes. Items of a formal nature and 
these which occur at meeting after 
meeting, such as share transfers, may 
head the list. Where one subject is re- 
lated to another item on the agenda, 
these should be placed in the correct 
order. When a particular subject is 
likely to drag on, it is sometimes a good 
plan to place it very low on the agenda, 
having regard of course to urgency of 
the subject. This will obviate the 
carrying forward to another meeting of 
matters which should be cleared up at 
that meeting. 

In the case of formal business, the 
secretary may include the proposed re- 
solution in the agenda. Even where 
business is not formal, but the nature 
of the proposed decision can be forecast, 
the secretary will often prepare in ad- 
vance a draft resolution, if only to pro- 
vide a basis for the final resolution. 

Despite the assistance which can be 
obtained from a properly prepared 
agenda, some difficulties may be ex- 
perienced in taking the minutes of 
a board of directors. When a group of 
directors have been meeting regularly 
for a long period, board meetings may 
be conducted with a degree of infor- 
mality. Matters will be discussed at 
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length and a decision reached without 
a formal motion. The secretary then 
has the added responsibility of writing 
a minute which expresses the will of 
the board. 

No hard and fast rule can be laid 
down as to the best method of taking 
minutes. What will suit one secretary 
will prove useless with another. Some 
use shorthand in an effort to take down 
the discussion verbatim. Others make 
copious notes. 

Perhaps the most satisfactory method 
for the executive secretary is to follow 
very closely the matter being discussed, 
taking part in the discussion when de- 
sirable, and from brief notes and a 
direct knowledge of the matters on 
which a decision has been made, pre- 
paring the minute as soon as possible 
after the meeting is finished, while the 
subject is fresh in his mind. Rough 
notes can be dictated and polished up 
at a later date. When preparing draft 
minutes, it will be found convenient to 
have each minute typed on a separate 
sheet of paper. 


Recording of Minutes. 


Minutes as such are not reports of 
the proceedings. A report would give 
a verbatim record of the proceedings 
and would include speeches, arguments 
advanced, replies thereto, and the like. 
This is not the purpose of writing 
minutes, which are meant to be but a 
brief record of the decisions of the 
meeting on the questions which came 
before it for consideration. Only the 
actual business transacted and the de- 
cisions arrived at should be recorded, 
and this should be done in comprehen- 
sive and clear language capable of but 
one interpretation. 

In most instances only the actual re- 
solution need be recorded, commencing 
with the word “RESOLVED”. A 
minute written in this style is com- 
monly termed a Minute of Resolution. 
For example— 

RESOLVED that Mr. John Brown be 

elected chairman of the Board of 

Directors. 

This may not prove sufficient in all 
cases. Sometimes, it is desirable to 
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MINUTES — Continued 


precede the actual resolution with a 
short explanation of the matters which 
led up to the conclusion reached. Such 
could prove most helpful in enabling 
those unconnected with the company, 
or those without knowledge of the cir- 
cumstances which led up to the resolu- 
tion, to obtain a clear understanding 
of the transactions and decisions 
made. This could apply within the 
company when the directors responsible 
for the original resolution were no 
longer available to explain the circum- 
stances which led to their decisions or, 
outside the company, in a case of law. 
Where a minute is prefaced with an 
explanatory paragraph, it is commonly 
termed a minute of narration. For 
example— 
A letter from Mr. John Brown, secre- 
tary of the company, dated 27th 
January, 1954, tendering his resig- 
nation because of chronic ill-health, 
was read. 
It was resolved that the resignation 
of Mr. John Brown as secretary of 
the company be accepted as from 
3ist January, 1954, and that the 
thanks of the board be conveyed to 
him for the able manner in which he 
carried out his duties as secretary of 
the company over the past five years. 


Some organisations require all 
minutes to be written in the narrative 
style, and these often become fairly 
lengthy reports on the proceedings. 
This can be a disadvantage, and too 
much detail may defeat its own pur- 
pose. In general, it will be found that 
the “resolution” style is satisfactory 
for all formal business, and most of 
that which is not formal. However, 
when the circumstances demand more 
information than can be contained in 
the actual resolution, then by all means 
precede the resolution with sufficient 
explanation to enable an ordinary in- 
telligent individual to form a correct 
idea as to the execution of the business 
which occupied the attention of the 
meeting. 

There is no rule demanding a par- 
ticular style for writing minutes, and 
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there seems to be no reason why, the 
majority of the minutes having been 
written in the resolution style, minutes 
which do require this additional infor- 
mation should not be written in the 
narrative style and interposed between 
minutes written in the resolution style. 

But, whatever style is used, brevity 
is desirable, although one must take 
care to see that the exact intention of 
the meeting is accurately and explicitly 
expressed. There must be no partiality 
in writing minutes, and generally argu- 
ments advanced on either side should 
be ignored. On the whole it is inadvis- 
able to give reasons in a minute for 
any resolution passed. 

The inclusion of the names of those 
proposing and seconding propositions is 
optional and may well be omitted from 
minutes. The names of those who vote 
for or against a proposal or who abstain 
from voting should not be included save 
in exceptional circumstances, for 
example, to show that a director 
abstained from voting on a contract in 
which he was personally interested. 

In case of those resolutions which 
are required to be passed by a specific 
majority the minute should record the 
fact that the chairman declared the re- 
solution carried by the requisite ma- 
jority. Except in those circumstances 
where a poll is demanded, a declaration 
by the chairman that the resolution is 
carried is regarded as conclusive evi- 
dence of the fact without proof of the 
number or proportion of the votes re- 
corded in favour of or against the re- 
solution. 


Notes on Minutes. 


Although minutes should be brief and 
should not include a mass of detail, a 
record of what actually took place at 
a meeting in connection with any trans- 
actions or decisions made is most use- 
ful. To this end it is good practice to 
keep what may be termed “Notes on 
the Minutes”. 

In these notes, the secretary can re- 
cord a summary of the matters which 
actually took place, arguments. ad- 
vanced for and against a proposal, the 
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voting, and any other detail which 
could prove useful in refreshing his own 
memory, or that of the directors, at 
some time in the future. 


Setting Out Minutes. 


All minutes should contain the fol- 
lowing information: 
1. the nature of the meeting, i.e., 
directors’ ; 

. the place, date and time of the 
meeting ; 

. the name of the chairman; 

. the names of those present where 
practicable. (In the case of a 
Board meeting, the name of the 
directors, the secretary and other 
officers in attendance, indicating 
the position immediately after 
the name) ; 

. the record of apologies; 

. a reference to the reading and 
signing of the minutes of the pre- 
ceding meeting; 

. a complete record of all business 
transacted at the meeting; and 

. each minute should have a separ- 
ate heading either at the begin- 
ing or in the margin. 


Indexing 


To facilitate ready reference to a 
particular minute an index of some kind 
is necessary. Nothing is more discon- 
certing at a meeting than having to 
turn page after page in a minute book 
in a frantic effort to locate an earlier 
minute relating to a matter now under 
discussion. It is a good plan to num- 
ber all minutes consecutively through- 
out the minute book. This makes for 
easier indexing. Sometimes pages only 
are numbered and an alphabetical index 
written up from this. Another simple 
but quite effective way is to number 
the minutes to correspond with the 
items on the agenda. When it is neces- 
sary to refer to a previous minute a 
search is made through the file of 
agenda papers until the subject is 
located. This is much easier than 
a through the minute book it- 
self. 
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Yet another method is to make one 
or more copies of each minute on octavo 
sheets for insertion in the small four 
post binders readily available at sta- 
tioners. A separate copy is made for 
each name of place, person or thing and 
each subject. Into the right hand cor- 
ner of each sheet is typed one name or 
subject. These sheets are then filed 
alphabetically. For example, the minute 
recording the resignation of Mr. John 
Brown as secretary would require two 
sheets. In the right hand top corner 
of one sheet would be inserted the 
name BROWN, John, and on the second 
sheet SECRETARY. Little additional 
work is required in preparing an index 
of this kind, and the books can be taken 
to meetings without inconvenience. To 
find a past minute where either the 
name of a person, place or thing, or the 
subject matter is known, is a very easy 
procedure. 

Still another method is to prepare a 
separate card for each subject and to 
list on such cards the number of each 
minute which makes reference to the 
name or subject shown at the head of 
each card. 


Minute Books. 

Separate books should be kept for 
directors’ meetings and for meetings of 
shareholders. Where committees of 
directors function, a separate book 
should be kept for each committee. 
Although the Act provides that minutes 
are to be entered in books kept for 
that purpose, few minutes are actually 
written into books nowadays. The 
trend is towards loose leaf binders. 

The loose-leaf system certainly lends 
itself to dishonest manipulation; and, 
for this reason, where a loose-leaf sys- 
tem is adopted, adequate precautions 
should be taken for guarding against 
falsifications and for facilitating its dis- 
covery. To this end, the loose-leaf 
binder should be provided with a lock 
and key, and the loose leaves them- 
selves should be kept under lock and 
key. Where the minutes of a meeting 
comprise more than one sheet, each 
separate sheet should be signed by the 
chairman. 


The Australian Accountant, April, 1954 





. Ce ee A ae 6k ts 


t+ ore +. we 


mn > 


ors we 
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A compromise between the loose-leaf 
book and the ordinary bound book is 
the bound and numbered cuttings book 
into which the minutes are pasted. 

One advantage of the loose-leaf book 
is that each book can be made to cover 
a given period, and the agenda and the 
notice convening the meeting can be 
interleaved with the minutes of the 
meeting, thus preserving complete docu- 
mentary evidence of each meeting. 
Verification and Signing of Minutes. 

Section 120 (b) provides that every 
minute shall be signed by the chairman 
of the meeting at which the proceedings 
were had, or by the chairman of the 
next succeeding meeting. 

Although minutes covering the pro- 
ceedings of a meeting may be signed at 
the end of that meeting, it is customary 
for them to be signed by the chairman 
of the next succeeding meeting. In the 
case of a general meeting, the minutes 
of that meeting are sometimes signed 
by the chairman at the next directors’ 
meeting. 

Although it is the practice for the 
minutes to be read (or taken as read) 
and signed by the chairman at the next 
succeeding meeting, there is no reason 
why they should not be signed at any 
time after the meeting to which they 
relate by the chairman of that meeting. 
No provision is made in the Act for 
reading the minutes before they are 
signed, but usually either the chairman 
or the secretary reads the minutes so 
that those present at the previous 
meeting can signify that the minutes 
as presented are in fact a true and cor- 
rect record of the proceedings of that 
meeting. A better plan, and one which 
is followed by many secretaries, is to 
supply the directors with a copy of the 
minutes a few days before the meeting. 
At the meeting the minutes can be 
taken as read and much time saved. 

_ In the past there has been confusion 
In regard to the “confirmation” of 
minutes. Some were of opinion that, 
in confirming the minutes, the subse- 
quent meeting confirmed the action 
taken or decisions reached. Such is not 
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the case, for once a resolution is passed 
it is operative. Action on the subject 
matter does not have to be withheld 
until the minute is signed. 

Even in the absence of any minute 
at all, the resolution would still stand, 
but the risk of uncertainty prompts the 
dictate of the law to keep accurate re- 
cords of the proceedings. All that is 
done is to confirm that the written re- 
cord of the proceedings is a true and 
correct account of such proceedings. 
Although the word “confirmed”’ is still 
used, the modern practice is to sub- 
stitute “approved,” and the resolution 
is “that the minutes of the meeting of 
such and such a date be signed by the 
chairman as a true and correct record 
of the proceedings”. 


Alterations. 


Strictly speaking, once the minutes 
of a meeting have been written up they 
should not be altered. For this reason, 
many secretaries submit a draft of the 
minutes to the chairman before they 
are actually written up. Even when 
this is done trivial mistakes may pass 
unnoticed. These can be altered prior 
to the signing of the minutes. If the 
minute is altered such alteration should 
be initialled by the chairman. 

If a mistake of a more serious nature 
has been made, such as an incomplete 
description of the business transacted 
or the decision arrived at, the minute 
concerned should be ruled out and re- 
written at the end of the minutes. Pro- 
vided the ruled out minute and the cor- 
rected minute is properly initialled no 
further action should be necessary. 
However, to avoid misunderstanding in 
the future, it is wise to incorporate, in 
the minutes of the meeting at which 
the alteration was made, a note that 
the alteration was effected before the 
minutes were signed. Where minutes 
are type-written, in order to avoid al- 
terations, the whole of the minutes are 
sometimes re-typed and approved in the 
new form before actual signing. 

The alteration or corrections of 
minutes is permissable only when there 
is a misdescription or an omission. If 
a minute records correctly what aetually 
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took place or the decisions arrived at, 
it should not be altered. Should the 
directors or a majority of directors, 
owing to a change in circumstances or 
for other reasons, wish to alter a de- 
cision previously made, the correct pro- 
cedure is for a new resolution amend- 
ing the former resolution. Probably 
the best way is to rescind a former re- 
solution and pass a new one giving 
effect to the altered decision of the 
board. The rescinding minute must be 
recorded as part of the proceeding of 
the meeting at which the decision to 
rescind the former minute was made. 


Minutes as Evidence. 

The effect of Section 120 is that when 
minutes have been properly made and 
signed in accordance with the require- 
ments of the Act, or purport to be so 
signed, they shall be evidence of the 
proceedings. Paragraph (3) reads— 


“(3) Where minutes have been made 
in accordance with the provisions of 
this section of the proceedings at any 
general meeting of the company or 
meetings of directors or managers then, 
until the contrary is proved— 


(a) the meeting shall be deemed to 
have been duly held and con- 
vened ; 


(b) all proceedings had thereat shall 
be deemed to have been duly 
had; and 


(c) all appointments of directors 
managers or liquidators shall be 
deemed to be valid.” 


It would seem that minutes are not con- 
clusive but are prima facie evidence of 
the proceedings. Should any person 
question the minutes as recorded the 
burden of proof lies with that person. 


In the case of contracts, the signa- 
ture of the chairman to a minute set- 
ting out the terms of a contract re- 
quiring by statute to be evidenced by 
a note or memorandum in writing 
signed by the party to be charged is 
sufficient to satisfy the contract. 
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Protection. 
The term over which it may be neces- 
sary to refer to minutes is indefinite. 
The minute book must be considered a 
permanent record of the business and, 
as such, it must be carefully protected. 
When not in use it should be placed in 
a fire-proof safe or strongroom. Be- 
cause of the confidential nature of its 
contents, it should be available only to 
authorised persons and, for this reason, 
should be kept under lock and key 
This applies also to the index. Minutes 
of general meetings must be kept at the 
registered office of the company. 


Inspection. 

The Act provides for the inspection 
of the minutes of general meetings by 
any member without charge, and also 
that any member shall be entitled to be 
furnished within seven days after re 
quest with a copy of any minutes of a 
general meeting, at a charge not ex- 
ceeding sixpence for every hundred 
words. No provision is made for the 
inspection of the minute book of direc- 
tors by members, but the company’s 
auditors have the right of access. In 
1889, Lord Esher, in the case of Craw- 
ley and Co., said “Minutes of board 
meetings are kept in order that the 
shareholders may know exactly what 
their directors have been doing, why it 
was done and when it was done”. From 
that it would seem it was then intended 
that shareholders should have access to 
board minutes. Since then there have 
been vast changes in the company field, 
and it is most unlikely that the ruling 
given by Lord Esher would be regarded 
as a precedent for today. 


Failure to Keep Minutes. 

Although the Act states that minutes 
must be kept and provides for penalties 
in certain instances, such as Section 
121 (8) relating to inspection of 
minutes of general meetings and 149 
(3) providing for a penalty for a secre- 
tary who fails to record in the minutes 
a declaration relating to disclosure of 
interest of directors, there appears to 
be no penalty fixed by statute for 
failure to keep minutes. 
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The Monetary Convention 
— a Rejoinder 


By C. R. AIREY 


[? IS unfortunate that my article (No- 

vember, 1953) has led Mr. C. B. 
Thomson (February, 1954) to doubt 
that I realise the problems set by 
changing prices. 


My purpose was a limited one: to 
refute what I believe to be a bad argu- 
ment; namely, the argument that one 
cannot reasonably add one sum of 
money to another if in the meantime 
the purchasing power of the £ has 
changed. 


I did not mean to imply that my 
criticisms, if accepted, disposed of the 
whole case for revision of conventional 
accounting. One article can deal with 
only a very restricted part of this vast 
topic, on which many millions of words 
must have been written. 


On the whole, Mr. Thomson seems to 
agree with my contention regarding 
addition of “unlike” quantities. No 
fault can be found with his conclusion 
that “it is all a question of purpose”. 
However, when he speaks of the “vague 
legal likeness” of the 1945 and the 1953 
£, I must still demur. 


There is no vagueness about it; 
when it comes to paying debts, the one 
is completely equivalent to the other. 
It is not relevant to suggest that this 
is unjust or that the law might be 
altered; we have to deal with the situa- 
tion as it is. 

Mr. Thomson apparently accepts the 
“yardstick” theory of money. He re- 
gards money not merely as a means of 
payment or medium of exchange, but 
as a sort of measuring rod which mea- 
sures “value,” albeit very defectively 
as it is always expanding or contract- 
Ing. This notion is alien to conven- 
tional accounting theory. Accountants 
have evolved a technique which makes 
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it unnecessary to pay much attention to 
value. They trace the flow of money— 
money as such, not as a measure of 
anything—in and out of the entity. 
Revenue, profit, capital and the like 
are not measured in money; they are 
sums of money. If no more than the 
money profit determined by conven- 
tional accounting is taken out of a con- 
cern, then its money capital will be 
maintained indefinitely. But what 
about “real” profit and “real” capital? 


These concepts interest economists, 
although they have so far eluded any- 
thing like precise definition, particu- 
larly in a world of ever-changing tech- 
nology. However, if the accountant’s 
money records are adjusted by means 
of index numbers, or if replacement cost 
is substituted for historic cost, this no 
doubt will give economists some help 
in their researches. 


By all means let us, if requested, give 
this help in the form of supplementary 
statements. But let us not believe (for 
it is not true) that the accounts them- 
selves, if modified in this way, will be 
in any sense more “correct” than those 
we now obtain. Again to quote Mr. 
Thomson, it is all a question of pur- 
pose; and such adjustment of conven- 
tional accounts will not in any way im- 
prove their utility in coping with the 
practical business problems set by ris- 
ing prices. 

To show this, let us consider Mr. 
Thomson’s suggested answers to his 
question whether accountants can 
“make any useful contribution to the 
solution of our business difficulties’. 
He asserts that owners and managers 
look to final accounts and balance 
sheets, inter alia, “to ascertain their 
positions in terms of real tangible 
wealth”. 
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If in using the latter phrase he is 
thinking of present-day _realisable 
values of assets, such statements would 
hardly be accountants’ contributions— 
they would be much better prepared by 
trained valuers. But, in any event, of 
what use are such statements to a go- 
ing concern? The day-by-day problems 
faced by a going business are not pro- 
blems concerned with “tangible wealth” 
—they show themselves in terms of 
money. 


When price levels rise, their impact 
on business is felt in the form of in- 
creased pressure on funds. Outlays for 
materials, merchandise, wages and all 
types of services are higher. More- 
over, More money must be locked up in 
stocks. This sort of thing is experi- 
enced from day to day, not hidden from 
management until final accounts and 
the balance sheet are prepared. 


The problem, then, is to find more 
money. To some extent the need may 
be met by charging higher prices.* 
But this, even if permitted by law and 
accepted by consumers, is not a com- 
plete solution. The management must 
realise that it needs, immediately, a 
higher level of working capital, and, 
perhaps more remotely, a higher level 
(in money terms) of fixed capital also. 
The need for replacement of fixed assets 
at higher prices must be anticipated, 
for example, by retaining profits (re- 
serves) or arranging for additional 
share capital. Long-term borrowing is 
also possible, but will do no more than 
provide a breathing space. 

How can such problems be eased by 
writing-up balance sheet figures to re- 
flect the lower purchasing power of 
money? The capital reserves so created 
do not represent any accession of cash. 
Perhaps something more can be said for 
bringing depreciation charges up-to- 
date, as it were, by applying an index 
number to the historically-determined 
figure, or using current replacement 
cost as a basis. 

This will help to some extent by de- 
creasing the declared profit, and so re- 
taining some extra funds for replace- 
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ment; but the amount will be inade- 
quate unless depreciation is provided 
from the first on the basis of the actual 
replacement cost when replacement is 
due—not merely the current replace- 
ment cost in each successive year as the 
inflation progresses. (This point seems 
to have been overlooked by many 
writers.) Obviously, a very lucky 
guess would be required to accumulate 
the correct amount of “depreciation” in 
this way; and in any case, if the cor- 
rect guess were in fact made, the 
amount charged in any year, except 
perhaps the last, would not be in ac- 
cordance with the current purchasing 
power of money. The revenue state 
ment would still contain Mr. Thomson’s 
“jumble of £’s”. 

Thus depreciation on current re- 
placement cost is inadequate. It may 
satisfy some theory of “economic” ac- 
counting, but does not automatically 
ensure the maintenance of “real” capi- 
tal. There is, however, some danger 
that it may be thought to do so; that 
management may believe that, once 
profit has been expressed in “real” 
terms, then it can all be safely distri- 
buted. 

After all, the problems which infla- 
tion brings to all businesses are in 
many ways similar to those met by any 
business which is going through 34 
phase of expansion, even when prices 
are steady. In fact, they are not so 
acute. For the expanding business 
also needs additional working capital 
and probably additional fixed capital. 
Regarding the latter, however, it is not 
a question of building up funds for 
future replacement, but of installing 
immediate additions to productive 
capacity. 

Such a business, if it is not to be 
ruined by “over-trading,”’ must realise 
the necessity for extra financial re 
sources. If these are not to be ob- 
tained from fresh subscriptions, the 
concern must expand only at a rate 
determined by the profits which it can 
retain. 

Nobody regards this as anything but 
a monetary problem. More money 38 

— Concluded on page 165 
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Broken Hill, Theatre Royal 


Proprietary Companies ? 


By E. T. SPACKMAN 


[NDER the Victorian Companies Act 

no company can be registered or 
use the word “proprietary” as part of 
its name unless it is a proprietary, i.e., 
private company. 


Mr. C. H. Holmes, president of the 
Incorporated Institute of Accountants 
at the time, suggested the idea of the 
proprietary company for small com- 
panies having only a few shareholders. 
Mr. J. C. Stewart, a Melbourne company 
solicitor, suggested the word “proprie- 
tary” as the penultimate word of the 
name of such companies. 

In English law the name of an in- 
corporated company, trading for profit, 
must end with the word “limited” to 
indicate that the liability of the mem- 
bers of the company is limited. A trad- 
ing company desiring the further privi- 
leges of a proprietary company must 
comply with the requirements of the 
Companies Act and register with the 
words “proprietary limited” or “Pty. 
Limited” at the end of its name to dis- 
tinguish it from a limited company; in 
other words show that it is a private 
company and not a public company. 


There are only two companies now 
in existence in Victoria with the word 
“proprietary” as part of their names, 
registered before the restriction in the 
use of the word “proprietary” came 
into force in 1896. Prior to this date 
all registered companies were public 
companies. These companies are there- 
fore the oldest companies having the 
word “proprietary” as part of their 
names. It seems to be used, however, 
in not quite the same sense, i.e., “pro- 
prietary company limited,” and not the 
Companies Act version, “proprietary 
limited”. 

The first of these companies, No. 948, 
is the important Broken Hill Proprie- 
tary Company Limited, registered on 
August 13th, 1885, with an Authorized 
Capital of £320,000 in 16,000 shares 
of £20 each. The Authorized Capital 
is now £25,000,000 (same figure as 
Bawra’s), subscribed capital 
£24,969,074. Shareholders’ Funds 
£36,860,295 at 3lst May, 1953, and 
shareholders 35,000 approximately. 
The one - hundred - and - first ordinary 
General Meeting of the company was 
held on 28th August, 1953. 





THE MONETARY CONVENTION — Concluded 


wanted for purchases, expenses and 
capital outlay. Ordinary accounts re- 
veal the situation as well as it can be 
revealed. Why, then, should the very 
similar difficulties caused by rising 
prices (without physical expansion) be 
regarded as requiring extraordinary ac- 
counting procedures? 
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Finally, let me say that accounting, 
however refined and elaborated, can 
never be a _ substitute for financial 
management consciously exercised. It 
can only assist management by reveal- 
ing what is happening to the money 
employed by the enterprise. Accounts 
prepared on a “tangible wealth” basis 
may help economists, but if used to 
determine the financial policy of a busi- 
ness, they may introduce dangerous 
obscurity. 
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G.H.P. THEATRE ROYAL — Continued 


The history of the company is a re- 
cord of industrial achievement in the 
development and progress of Australia. 
Originally it was formed to work the 
Broken Hill lode which gave birth to 
the city of Broken Hill, now the third 
largest in New South Wales; it brought 
silver-lead-zinc smelters to Port Pirie, 
South Australia, and ultimately led to 
its transition into a steel manufactur- 
ing organization in June, 19138. 

Today the Newcastle Steel Works 
and associated industries occupy a con- 
siderable area on the Hunter River. 
The main subsidiary is at Port Kembla, 
combined output 2,000,000 steel tons 
and total number of employees of the 
company and direct subsidiaries 27,500. 

The other Company is No. 2432— 
Theatre Royal Proprietary Company 
Limited, registered April 24th, 1890, 
with Authorized Capital of £100,000 
formed to take over business of 
Theatre Royal Proprietary Association 
Limited. The main asset was the lease- 
hold (99 years) from the Murphy Es- 
tate on which the theatre was built. 


George Coppin, an old actor, was the 
promoter. 

The share certificate of the company 
is a representation of the stage of the 


theatre. It shows the backs of a 
couple of front rows of patrons seated, 
tier of four boxes each side, stage cur- 
tain drawn up and the “scene” the 
usual information contained on a share 
certificate. Bland Holt, the king of 
melodrama, was a director for some 
years. He could not have signed any 
certificates, because his large signature 
with its flourishes would have taken up 
the whole stage. Over the years we 
find as directors a number of well- 
known theatrical people—Sir George 
Tallis, J. H. Tait, F. S. Tait and J. C. 
Williamson. 

The theatre was rented from time to 
time to different companies for stage 


productions. The money that J. C. 
Williamson made out of “Struck Oil” 
encouraged him to launch into theatri- 
cal management. He and his associates 
known as “the firm” brought many 
English artists to Australia. Some old 
theatre-goers will remember the inimit- 
able Maggie Moore in “Struck Oil,” 
Nellie Stewart, Marie Tempest, Carrie 
Moore (the original “Merry Widow”), 
and many other famous names. “Won't 
you waltz the Merry Widow Waltz with 
me’’—how the melody has come down 
with us through the years. The Merry 
Widow sparkles, and refreshes us like 
a glass of champagne. She will not 
grow old. 

Gladys Moncrieff, “Our Gladys,” sang 
an adaptation of the farewell song from 
the “Maid of the Mountains” just be 
fore the curtain was lowered, and the 
Royal passed out of existence as a place 
of public entertainment on 17th No- 
vember, 1933. 

Acting in those days was not easy. 
The voices of the artists had to reach 
the people in the top gallery near the 
roof, known as the “Gods,” otherwise 
the said “Gods” would let the whole 
theatre know they could not hear in no 
uncertain fashion. Perhaps you, too, 
have been one of the culprits. 

In 1933 Manton & Sons Limited ac- 
quired the bulk of the shares of the 
company. The old theatre was pulled 
down and Manton’s built their large 
retail department store on the site of 
the theatre. 

By not winding up the company, 
Manton’s have avoided complications 
which may have arisen in the transfer 
of the 99 years’ lease, the name 
“Theatre Royal” has been kept alive. 

Should the legitimate stage come 
back again to its former glory, a new 
Theatre Royal may be built. If such 
a happy event takes place, on the first 
night of the opening play, we hope to 
be in the queue. 


@ 
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News and Notes 


AUSTRALIAN SOCIETY OF 
ACCOUNTANTS. 


CONVENTION, ADELAIDE, MAY 31- 
JUNE 


. 


The general plan of the Convention to be 
held in Adelaide during the first week of June 
has been gradually unfolded in successive 
issues of this journal. Advance notice was 
given in the January issue, the implications 
of the Convention were explained in the Feb- 
ruary issue and the programme, including the 
writers and reviewers of papers, were pub- 
lished in the March issue. The list of speakers 
at each session is now set out below. Before 
this issue is distributed, members will have 
received a folder, containing full details of 
the Convention and an enrolment form. Mem- 
bers are therefore fully informed about the 
extent and importance of this event in the 
development of the Society and of the contri- 
bution it will make to accountancy knowledge 
in this country. 

As intimated in the March issue, conven- 
tions of this kind are recognised means of ad- 
vancing the technical knowledge of a profes- 
sion. There is good reason to believe that 
managers of Australian companies and firms 
are aware of the need for senior executives 
to acquire greater technical knowledge 
through participation in meetings of profes- 
sional bodies. Senior accounting executives 
should not hesitate to bring the Convention 
folder under the notice of their principals or 
senior officers with a view to obtaining leave 
or assistance to attend the Convention. 

From the lists of contributors, reviewers and 
speakers (40 in all), it is evident that many 
members will travel long distances to attend. 
They are truly representative of the Society 
in all States. Local interest in the Convention 
is assured. But the full benefit of the time and 
effort devoted to the organisation of the Con- 
vention will only be realised by a representa- 
tive attendance of interstate members. 


So you are urged to give immediate con- 

sideration to the possibility of your attending 
the convention. If you are in a position to 
decide the matter for yourself, make the de- 
cision soon. If you have to consult senior offi- 
cers, do so without delay. The sooner you can 
let the State Registrar of the South Austra- 
lian Division (Mr. J. Rolfe Sabine of Trustee 
Building, Grenfell Street, Adelaide) know of 
accommodation requirements the more com- 
fortable you will be. 
_ The benefit to be gained from participation 
in the technical discussions is undoubted. The 
enjoyment to be gained from social and in- 
formal meetings is immeasurable. In addition 
to the formal gatherings listed in the pro- 
gramme, special arrangements are being made 
for the wives of members. They, too, are 
assured of a warm welcome and of an enjoy- 
able stay in Adelaide. 
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SPEAKERS AT TECHNICAL SESSIONS. 
Accounting and the Public Accounts— 
MR. E. A. PEVERILL, B.A., B.Com., 
F.A.S.A., (Auditor General for Victoria). 
MR. F. C. DREW, C.M.G., F.A.S.A., (Under 
Treasurer and Chairman of S.A. Grants 
Committee). 

MR. J. W. GOODSELL, F.A.S.A., (Under 
Secretary to the Treasurer of N.S.W.). 
MR. G. E. SCANTLEBURY, A.A.S.A., 

een Hospitals Department of 


Accounting Requirements in Companies 


cts— 

MR. J. WALLACE ROSS, F.A.S.A., (Pub- 
lic Accountant of Melbourne, and member 
of Company Law Committee of Society). 

MR. E. B. CHEETHAM, F.A.S.A., (Secre- 
tary, Jantzen (Aust.) Ltd., member of 
Company Law Committee of Chartered 
Institute of Secretaries in New South 
Wales). 

MR. L. J. J. SEWARD, A.A.S.A., (Financial 
Editor Adelaide “Advertiser’’). 

MR. W. C. O’HALLORAN, F.A.S.A., (Lec- 
turer in Accountancy, Perth Technical 
College). 

Capital for Private Enterprise Under Existing 

Economic Conditions— 

MR. W. HENSON, F.A.S.A., (Public 
Accountant and Alderman of City of 
Sydney). 

MR. J. M. GROOM, F.A.S.A., 
Accountant of Perth). 

MR. A. McB. FAIRFOUL, F.A.S.A., (De- 
puty Finance Editor Melbourne “Herald’’) 

MR. J. JENNING, A.A.S.A., (Manager, 
E.S. & A. Bank, Adelaide). 

Film—Contribution of Accounting to 

Management Controls— 

MR, A. S. DONNELLY, A.A.S.A., (Public 
Accountant of Brisbane and author of 
“The Practice of Public Accounting’’). 

MR. J. N. KEYNES, F.A.S.A., (General 
Manager, Municipal Tramways Trust of 
Adelaide). 

MR. D. R. RICKARD, A.A.S.A., (Account- 
ant, Lysaghts Pty. Ltd., Wollongong, 


N.S.W.). 

MR. C. H. IMPETT, F.A.S.A., (Works Sec- 
retary, Broken Hill Associated Smelters, 
Port Pirie, S.A.). 

Application of Cost Accounting to Fields of 

Distribution and Administration— 

MR. L. H. DILLON, F.A.S.A., (Commercial 
Manager, Australian Glass Manufac- 
turers Company Pty. Ltd., Melbourne). 

MR. GILBERT MOFFATT, A.A.S.A., 
(Chief Accountant, General Motors- 
Holdens Ltd., Adelaide). 

MR. R. E. GREGORY, F.A.S.A., (Director 
and Secretary Myer Emporium Limited, 
Melbourne). 

MR. C. L. HARGRAVE, A.A.S.A., (Secre- 
tary, Chas. Birks Ltd., Adelaide). 


(Public 
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NEWS AND NOTES — Continued 


VICTORIAN DIVISION. 


Annual Meeting. 


Eight hundred and twenty members of the 
Victorian Division attended the first Annual 
Meeting held at the Royale Ballroom on 
March 15 last. In moving the adoption of the 
Annual Report, the State President, Mr. L. 
H. Dillon said that we, as members of a re- 
spected profession, should be conscious of our 
cuty in upholding its prestige. 

After the formalities of the Annual Meet- 
ing, a Social Evening was held at which seve- 
ral excellent speeches were given. Professor 
G. W. Paton, Vice-Chancellor of the Univer- 
sity of Melbourne, proposed the toast of “The 
Society” which was responded to by the Vice- 
President of the Society, Mr. G. E. Fitzgerald. 
The State Vice-President, Mr. J. R. Barber, 
rroposed the health of “Our Guests” to which 
there were three responses—Mr. M. J. Ash- 
kanasy, Chairman of the Committee of 
Counsel, Mr. J. A. Neale, Deputy Commis- 
sioner of Taxation and Mr. G. C. Tootell, 
Vice-Chairman, State Council of the Institute 
of Chartered Accountants in Australia. Dur- 
ing the course of the evening liquid refresh- 
ments and supper were served. The items of 
harmony rendered by Mr. Ronald Atkinson, 
accompanied by Miss Celia Wall, assisted to 
make the evening a memorable one indeed. 


Members of the Divisional Council were de- 
lighted at the large attendance which, statis- 
tically at least, indicates that the interest of 
members in the activities of their Society has 
relatively increased since the amalgamation. 
Representatives of kindred Institutes, com- 
mercial organisations and government depart- 
ments were guests of the Divisional Council 
at the meeting. 


Annual Divine Services for the Accounting 
and Secretarial Professions. 


The Divisional Council has joined with 
kindred Institutes in sponsoring the second 
series of Divine Services to be held for mem- 
bers of the accountancy and secretarial pro- 
fessions in Melbourne. The services this year 
will be held on Monday, May 10, and will be 
conducted as follows:— 

St. Patrick’s Cathedral—Mass, 8 a.m. 

St. Paul’s Cathedral—Evensong, 5 p.m. 

A circular concerning these Services will be 
forwarded only to members of the Division 
whose names are on the luncheon mailing list. 
Other interested members are asked to note 
the date now. 


Golf Day and Bowls Afternoon. 


Members are asked to note that a Golf Day 
and a Bowls Afternoon will be held for mem- 
bers on Wednesday, October 20 next. All mem- 
bers will be circularised concerning these 
events later in the year. 
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Professions 


With the approbation of the Councils of all the Institutes concerned, Divine 
Services for members of the Accountancy and Secretarial Professions, their 
relatives and their friends, have been arranged for Monday, |0th May, 1954, 
as follows:— 

8 a.m.—Mass will be celebrated at St. Patrick's Cathedral, Melbourne. 

5 p.m.—Evensong will be held at St. Paul's Cathedral, Melbourne. 
No tickets or other mode of admission will be necessary, but sections of 
both Cathedrals will be reserved for those attending. Members should enter 
the Cathedrals at least ten minutes before the above commencement times, 
and ushers will be on duty. 
It is believed that members will appreciate the opportunity of seeking Divine 
guidance upon their chosen profession. 
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NEWS AND NOTES — Continued 


PERSONAL. 


Mr. F. Y. Rattray notifies that from March 
15, 1954, his practice will be situated at 24 
Jeffcott Street, Melbourne, and that from 
April 1, 1954, he will be opening a branch 
practice at Alexandra in Loner as ag 7 with Mr. 
k. H. Tate, under the name of F. Y. Rattray 
and Tate. 


Ballarat Branch. 


The first Annual General Meeting of mem- 
bers of the Ballarat Branch was held on 
February 22, 1954, when the following mem- 
bers were re-elected to the Branch Council: 
Messrs. W. A. Aikins, T. E. Barnes, Robert 
Brown, E. Coulson, N. A. Crouch, W. M. 
Cuthbertson, H. C. E. Evans, J. E. F. Hewitt, 
W. S. Hooper, R. D. Mosman, L. A. Turner 
and F. V. Vawdrey. 


Mr. Donald Robinson, who had been a mem- 
ber of last year’s Council and prior to that 
had been the Secretary of the local Branch of 
the Federal Institute, did not seek re-nomi- 
nation as a member of Council. The Branch 
Chairman, Mr. F. Vawdrey, and other 
members of the Branch Council spoke of the 
wunsistent service rendered to accountancy by 
Mr. Robinson and a minute of appreciation 
was recorded of his work in the past. 


Following the General Meeting, a Dinner 
and Social Evening was held at 6.30 p.m. at 
the “Ballarat Wattle.” Members of General 
Council, Divisional Council and seven mem- 
bers of Geelong Branch attended, together 
with several representatives of civic, parlia- 
wentary and financial institutions. The Dinner 
was also well attended by members of the 
local branch. 


_ The Branch Chairman, Mr. F. V. Vawdrey, 
in weleoming guests and several newly quali- 
fed members of the Branch, reviewed the 
general activities of the Branch during the 
past year and expressed appreciation for the 
services rendered to the Branch during that 
period by the School of Mines and Industries 
who house and service the Branch Library and 
make facilities available for the periodic ex- 
aminations of the Society. To encourage the 
growing classes in accountancy at that School, 
the Branch had awarded a prize for the best 
intermediate Accountancy student of 1953. 
This prize had been won by E. M. Ackroyd 
who gained 95% pass mark in the Interme- 
diate Accounting papers of the Education De- 
partment Accountancy Certificate Course. 


_Mr. J. A. Neale, O.B.E., Deputy Commis- 
sioner of Taxation, Melbourne, as principal 
est, submitted the toast of the “Australian 

lety of Accountants.” In proposing the 
toast, Mr. Neale made interesting comments 
on the divergent opinions of arriving at a 
taxable income and also emphasised the help 
Vhich could be given to his Department 
through co-operation between the accounting 
profession and the Taxation Office. Responses 
to the toast were made by Mr. R. E. Gregory 
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for General Council, Mr. E. A. Peverill, State 
Auditor General, on behalf of the Victorian 
Divisional Council and Cr. A. L. Backwell, 
Geelong Branch Chairman. 

The toast of the guests was submitted by 
Mr. W. M. Cuthbertson and responded to by 
Mr. Robert Joshua, M.P., and Mr. R. G. Dob- 
son, President of the Ballarat Law Associa- 
tion. 

Splendid singing by the baritone, Mr. Rob- 
ert Lemke, accompanied by Mr. Warwick 
Kittson, greatly assisted in making the even- 
ing a most enjoyable one for all present. 


AUSTRALIAN SOCIETY OF 
ACCOUNTANTS. 
W.A. DIVISION. 

PERSONAL, 

Mr. Harold F. Craig, B.A., A.A.S.A., 
A.C.LS., A.C.A.A., of Perth, has been ap- 
pointed Assistant Professor of Business Ad- 
ministration at Harvard University. 


NEW SOUTH WALES DIVISION. 
Wollongong Branch. 


The first Annual General Meeting of the 
members of Wollongong Branch was held on 
February 18, 1954, and the following members 
were appointed to the Branch Council for the 
ensuing year: Messrs. A. C. Chambers, T. R. 
Hansen, P. Hennessy, W. R. McGeechan, 
A. G. Pennycook, R. R. Warne. 

Mr. E. A. Cupit, State Vice-President, at- 
tended the meeting and conveyed the greet- 
ings of the New South Wales Council to mem- 
bers. He was accompanied by the State Regis- 
trar. 

Following the meeting, Mr. R. Reynolds of 
International Business Machines Pty. Ltd. 
gave an address on “Developments in Punch 
Card Accounting.” The meeting concluded 
with supper. 


PERSONAL. 

Mr. F. S. Preacher, F.A.S.A., A.C.LS., has 
Leen appointed secretary of International 
Patterns Pty. Ltd. 

Mr. G. A. L. Clarke, A.A.S.A., notifies that 
he has been appointed Secretary of the Gil- 
gandra District Hospital, Gilgandra. Mr. 
Clarke was formerly resident at Coonabara- 
bran. 

Mr. J. H. Edwards notifies that he has com- 
menced practice at Deans Building, 82 Keira 
Street, Wollongong. 


AUSTRALIAN ACCOUNTANTS’ 
STUDENTS’ SOCIETY. 
VICTORIAN DIVISION. 

March Meeting. 

On Monday, March 15, 61 members of the 
Society were present when an address was 
given by Mr. B. W. Ruffels, A.C.A. (Aust.), 
on the subject of “Costing.” 

The Council is most grateful to Mr. Ruffels 
for giving his time and experience to assist 
members in this manner. 
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NEWS AND NOTES — Continued 

Annual Meeting. 

The first Annual Meeting of the Australian 
Accountants’ Students’ Society (Victorian 
Division) will be held on Monday, May 31, at 
6.30 p.m. in the General Meeting Room, 
Chamber of Manufactures, 312 Flinders 
Street. 

Following the business of the Annual 
Meeting an address will be given by Mr. D. 
L. Chipp, B.Com., A.A.S.A., State Registrar, 
Australian Society of Accountants on “New 
Syllabus—Its Implications in Relation to 
Existing Syllabuses.” 


Nominations for Council. 

Members are reminded that all members of 
the Council retire at the annual meeting. 
Nominations for the eleven vacancies must be 
in writing and in the hands of the Hon. Secre- 
tary at least seven days before the date of the 
meeting. 


CANBERRA BRANCH. 

The first meeting for the year of the Can- 
berra Branch was held on February 22, 1954, 
with an attendance of 34 members. 

The address titled “Study Methods and the 
Syllabus,” was delivered by Mr. R. C. Olsson, 
B.Ec., M.B.A. This was followed by a film on 
Punch Card Accounting and other short 
documentaries. 


THE AUSTRALASIAN INSTITUTE OF 
COST ACCOUNTANTS. 


GENERAL COUNCIL. 
ANNUAL GENERAL MEETING. 

The Annual Meeting for 1954 will be held 
in Sydney on Tuesday, May 25. Members may 
be interested in a decision of General Council 
last year, that time is to be devoted both at 
the annual meeting and the Council meeting, 


to a discussion on national cost problems, It 
will be agreed that many vital questions re 
lating to costs in Australia have not yet been 
solved and if we, as a Cost Institute, can pro- 
vide some contribution towards these prob- 
lems, that will be a valuable service on our 
part. 

The subjects, which have not yet been de. 
cided, will be determined by the host Division, 
New South Wales. The suggestion has been 
made for the selection of a national theme, 
the subject being presented by visiting dele 
gates and then left for the consideration of 
all members. Visitors from kindred Institutes 
will be invited, and requested to take part in 
the discussion. 


VICTORIAN DIVISION. 

The first function for 1954 was a demonstra- 
tion of Mechanical Aids to Cost Accounting 
held on March 11 last. There was an attend- 
ance of about 40 members and items of equip- 
ment were assembled for the Institute by 
Chartres Pty. Ltd. The equipment which most 
interested members included the Rotoprint, an 
office printing machine, the latest electric 
typewriter, all kinds of modern recording 
equipment and photographic reproduction. It 
was clearly understood that any discussion on 
cost accounting aids was not complete without 
reference to the assistance provided by ar- 
counting machines, but as most members were 
most familiar with these units and their 
work, they were not demonstrated. Mr. H. F. 
Fox, co-opted member of the Council, who was 
in charge of the function, expressed t 
Messrs. Sussons and Cameron, of Chartres, 
the appreciation of members for the most in- 
teresting and instructive demonstration. 


ANNUAL DIVINE SERVICES. 


The attention of Victorian Members is par- 
ticularly directed to the Services arranged for 
Monday, May 10, details of which are set out 
in a separate announcement in this issue. 


Many a w Whrd 


What's the difference between insurance and assurance? 


You can't sell one without the other. 


—Insurance Digest. 
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There are More Old Dope Addicts than Old Accountants 


DURING the past few years, many of 

my friends, who have spent their 
lives in our profession, have been cut 
down by death’s untimely frost. The 
“public” accountant who has reached 
the allotted span of 70 years is becom- 
ing far too rare. What ails us? Why 
should palsy shake our few sad last 
grey hairs? Mostly, I believe it is be- 
cause we work too hard, and laugh too 
little. Further, speaking for my own 
generation, the rewards of the profes- 
sion have been insufficient to make 
sufficient provision to enable us to re- 
tire at a reasonable age or, at least, to 
slacken our efforts as the shadows 
lengthen. 

We hear great clamour today from 
our lords and masters about “capital 
erosion”; depreciation based not on the 
cost of plant they are using, but on 
what they might pay if and when they 
replace that plant; inadequate rates of 
depreciation; and a host of other com- 
plaints. But, while listening to this 
clamour, and oft-times joining in it, 
do we ever pause to consider the wear 
and tear of that sole unit of plant we 
possess, this earthly body? The law 
says we are not “plant” and are not en- 
titled to depreciation. 

However, all is not now leaden eyed 
despairs. The Income Tax Assessment 
Act has been amended in recent years 
by granting the following ameliora- 
tions :— 

(a) We, as_ self-employed persons, 
can make provision for depen- 
dants and ourselves up to an 
annual sum of £200. 
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(b) We can now create a provident 
fund for ourselves, and if we 
observe certain conditions, the 
income of the fund is exempt. 
We now have an age allowance. 
For example, a married couple, 
who both satisfy the conditions 
of age (60 years for wife and 65 
for husband), are exempt if 
their combined net income does 
not exceed £750. 

The usual way of taking advantage 
of the £200 concessional deduction re- 
ferred to in (a) is to acquire life as- 
surance policies. But this excellent 
type of investment is not available to 
all of us. For example, in my youth I 
was far too poor to “take out” sufficient 
to secure the full advantage of the then 
allowance. Today, my insurance pre- 
miums are about £50 a year, and if I 
tried to secure additional policies, the 
only reply from the companies would 
be a very rude noise. The plight of 
many others is far worse. A serious 
illness may cause them to be non- 
insurable even at an early age. 

It is not nobler in the mind to suffer 
the slings and arrows of such out- 
rageous fortune. We can take up arms 
against this sea of troubles, and by 
opposing, if not end it, at least modify 
it. 

Our firm has instituted a partners’ 
Superannuation Fund, and a copy of 
the relevant deed (altered as to names, 
etc.) appears at the end of this note. 

The deed has been approved by the 
Commissioner of Taxation, with the re- 
sult that any contributions by the part- 
ners to the fund are allowable deduc- 


‘(e) 
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tions under s. 82H, subject to the over- 
all maximum of £200. 


Contributions to the fund are volun- 
tary. Partners may, if they wish, con- 
tribute more than the maximum per- 
mitted by s. 82H. An account is kept 
for each member. His contributions 
and his share of annual income are 
credited to that account. The annual 
income is apportioned on the basis of 
the members’ credit balances at the 
beginning of the relevant year (except 
in respect of the first year of the fund, 
when the apportionment is made with 
reference to the balances on the last 
day of the year). 

The deed, by its terms, evidences 
that the fund is a genuine superannua- 
tion fund. For example, a member is 
not entitled to be paid out until he 
reaches 65 years of age, even if he re- 
tires from the firm before that age. 
An exception is made where the reason 
for retirement from the profession is 
permanent ill-health or incapacity. 

If the member is forced to go on 
working after 65 years, he may con- 
tinue to contribute to the fund after 
that age. He may, on the other hand, 
decide to make no further contributions 
after 65, but to leave his interest in the 
fund until the date of his actual retire- 
ment. However, provided he has at- 
tained 65 years, he may continue in 
chains, but withdraw from the fund at 
any time after giving one month’s 
notice. 

I am of opinion that the lump sum 
paid to the member on retirement, or 
to his executors on death, is a non- 
assessable capital receipt. 


A feature of the fund is its simplicity. 
Sums are usually paid into the fund 
towards the last day of the income year 
when a mild scramble takes place to 
ensure that the optimum contribution 
is made by the end of the year. The 
money is invested in units of the First 
Australian Superannuation Trust re- 
ferred to in Clause 18(d) so that there 
are only two income receipts a year. 
The annual apportionment of the in- 
come takes a few minutes to complete. 


172 


The trustees may, of course, invest 
the funds in any way permitted by the 
deed. For example, under Clause 18 (b) 
they could lend money upon mortgage 
of any land. Thus, they could finance 
a partner, or a member of the staff in 
the purchase of his home. Again, the 
trustees are empowered under Clause 
18(e) to make interest bearing deposits 
with their own firm. This power might 
be a most useful way of helping the 
firm itself over a temporary financial 
difficulty. 

The income of the fund is not exempt, 
but where there are few partners, it is 
not likely that the income will at any 
time reach considerable proportions. 
For example, capital and present accu- 
mulations totalling £10,000 yielding 5 
per cent. would produce only £500 a 
year, the tax on which is about £30. 

The exemption provided by s. 23(ja) 
relates to— 

“the income of a provident, benefit, 

superannuation or retirement fund 

(not being a fund established for the 

benefit of employees) where— 

(i) the number of persons entitled 
to receive present or future 
benefits from the fund (other- 
wise than as dependants of mem- 
bers) is not less than twenty at 
any time during the year of in- 
come; and 


the terms and conditions appli- 
cable to the fund at the time 
when the income was derived 
have been approved by the Com- 
missioner, having regard to the 
classes of persons who are 
eligible for membership, the 
reasonableness of the benefits 
provided for, the amount of the 
fund in relation to those benefits 
and such other matters as the 
Commissioner thinks fit.” 

In order to gain exemption, the per- 
sons entitled to benefits from the fund 
(otherwise than as dependants of mem- 
bers) must be not less than 20 through- 
out the income year. It is desirable 
that the normal membership should 
slightly exceed 20 so that it will not 
fall below that number should a mem- 
ber die or retire during the year. 
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Section 23(ja) contemplates the es- 
tablishment of funds by groups of per- 
sons, @.g., members of a profession. 
The Institutes which sponsor this 
journal might consider it worth while 
to establish such a fund for the benefit 
of their members, and so gain for them 
the exemption provided by s. (23ja). 
In that event, the provisions of our 
firm’s deed may be of help to the In- 
stitute in framing its deed. 


The following is a copy of the deed 
referred to above :— 


THIS DEED is made the 

One thousand nine hundred 
and fifty BETWEEN ANGUS LAN- 
CASTER BENJAMIN McIVOR ROBERT 
ROY and DONALD McISAAC, carrying on 
business in partnership as 
at La Perouse near Sydney (hereinafter 
called “the firm”) of the first part, the said 
BENJAMIN McIVOR ROBERT ROY and 
DONALD McISAAC (hereinafter called “the 
Trustees”) of the second part and the per- 
sons whose names appear in the First 
Schedule hereto, and such other persons as 
become members of the Superannuation Fund 
hereby constituted of the third part. 


WHEREAS— 

(a) the firm desires to constitute a Super- 
annuation Fund for the benefit of its 
partners from time to time who be- 
come members; and 

(b) the parties of the second part have 
been nominated by the firm as trustees 
of the Fund, 

NOW THIS DEED WITNESSETH and it is 
agreed and declared as follows:— 


PART I—PRELIMINARY 

1. The Fund shall be known as “The Lan- 
caster & Company Members’ Superannuation 
Fund” and this Deed shall come into opera- 
tion as from the day of 

One thousand nine hun- 
dred and fifty and (subject to clause 
25) shall continue in operation until the death 
of the last survivor of the descendants now 
living of Her Majesty Queen Elizabeth II. 

2. In this Deed where the context permits 
words denoting the masculine gender include 
the feminine, words denoting the singular 
number include the plural, and vice versa in 
each case, and unless the contrary intention 
appears, 

(a) “benefit” means the benefit of a mem- 

ber as defined in clause 6; 

(b) “the firm” means the persons who for 
the time being during the operation of 
the Deed carry on the business of 

under the firm 
name “Lancaster & Company”; 
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(c) “partner” means a person who is for 
the time being or has been since the 
coming into operation of this Deed a 
member of the firm; 

(d) “dependant” means the wife, husband, 
eee widower or children of a mem- 

rT; 

(e) “member” means a partner who for the 
time being is a member of the Fund; 
“trustees” means the Trustees herein- 
before appointed or other the trustees 
for the time being hereof. 


PART II—MEMBERSHIP 
3. (1) The persons whose names appear in 
the First Schedule hereto shall be the first 
members. 

(2) Every person who becomes a part- 
ner after the coming into operation of this 
Deed shall become a member; provided that 
he shall enter into an agreement (in such 
form as the Trustees from time to time de- 
termine) to be bound by the provisions of this 
Deed, and unless and until he does so he shall 
not be deemed for any purpose to be a mem- 
ber. 


PART III—CONTRIBUTIONS 
4. A member may from time to time but 
at intervals of not less than one month con- 
tribute to the Fund such amount as he thinks 
fit. Every such contribution shall be paid 
to the Trustees. 


PART IV—MEMBERS’ BENEFITS, INCOME 
OF THE FUND, ETC. 

5. The Trustees shall keep with respect to 
each member a Contribution Account made 
up of— 

(i) contributions made by him _ under 

clause 4; plus 

(ii) sums credited to the said Account un- 

der clause 7; minus 

(iii) sums (if any) debited to the said Ac- 

count under clause 7. : 

6. The benefit of a member at any time 
will be the amount then standing to the 
credit of his Contribution Account in the 
books of the Trustees. 

7. (1) As soon as practicable after the end 
of each financial year of the firm after the 
coming into operation of this Deed the Trus- 
tees shall compute the net income or net loss 
of the Fund for such financial year or for 
that part thereof during which this Deed has 
been in operation (hereinafter referred to as 
“the period”). 

(2) Such net income or net loss as the 
case may be shall be computed on the basis 
set out in the Second Schedule hereto, and 
forthwith allocated between the Contribution 
Accounts of the members in the following 
manner, that is to say: 

There shall be credited to or, in the case 
of a net loss, debited against the Contribu- 
tion Account of each member that propor- 
tion of such net income or net loss as the 
ease may be which the amount to the credit 
of that member’s Contribution Account on 
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the first day of the period* bears to the 

aggregate of the amounts standing to the 

credit of the Contribution Accounts of all 
the members on the same day. 

(3) In computing the amount of a mem- 
ber’s berrefit at any time, no account shall be 
taken of any income of the Fund which has 
accrued between the end of the last preceding 
financial year of the firm and the date of 
such computation being made, unless such 
date is itself the last day of the financial 
year of the firm. 

PART V—PAYMENT OF BENEFIT 

8. Subject to clause 11 and the provisos 
to this clause the amount of a member’s 
benefit shall be paid to him or his executors 
er administrators as the case may be in the 
events and at the times set out hereunder, 
namely :— 

(a) if he reaches the age of 65 years— 

upon reaching that age; 

(b) if he dies before reaching the said age, 

or after that age and before payment 
has been made under paragraph (a) of 
this clause—as soon as possible after 
his death; 
if he retires from the firm before reach- 
ing the said age by reason of per- 
manent ill-health or permanent mental 
or physical incapacity established to 
the satisfaction of the Trustees—upon 
his retirement. 
if, after ceasing to be a partner but 
before reaching the said age, he estab- 
lishes to the satisfaction of the Trus- 
tees that, by reason of permanent ill- 
health or permanent mental or physical 
incapacity, he is unable to carry on any 
business, trade, employment, occupa- 
tion, vocation or calling—upon the 
Trustees being so satisfied. 
Provided always that the Trustees may in 
their absolute discretion instead of paying a 
member’s benefit to him or his executors or 
administrators retain it and invest it and 
hold the investments and moneys represent- 
ing it upon trust to pay or apply the income 
and capital thereof from time to time for the 
maintenance and support or otherwise for the 
benefit of the member or such one or more 
of his dependants as the Trustees think fit: 
Provided further that notwithstanding para- 
graph (a) of this clause a member after 
reaching the said age may allow his benefit to 
remain in the Fund in which case the pro- 
visions of this Deed shall apply to him and 
his Contribution Account as if he had not 
reached that age but the amount of his benefit 
shall be paid to him or his executors or ad- 
ministrators as the case may be— 

(i) at the expiration of one month’s notice 

in writing given by him to the Trustees 

of his intention to withdraw it; or 


*(In the case of the first allocation of the net income 
or net loss of the Fund after the coming into operation 
of this Deed, “the last day of the period” shall be 
substituted for “the first day of the period’’). 
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(ii) upon his retirement from the firm; or 

(iii) upon his death. 

9. If a member retires from the firm before 
reaching the said age otherwise than for the 
reason stated in paragraph (c) of clause 8, 
clauses 4, 5 and 7 of this Deed shall never- 
theless continue to apply as if he had not 
retired, and the amount of his benefit shall be 
payable only upon the occurrence of one of 
the events mentioned in clause 8 

10. (1) The Trustees may whenever they 
think it necessary so to do determine the 
value of the Fund by making a valuation and 
assessment of the investments and moneys 
then constituting the Fund. 

(2) After the Trustees have so deter- 
mined the value of the Fund, then, notwith- 
standing anything herein contained, for the 
purpose of making a payment under clauses 
8 or 12 the sum payable as “the amount of 
the member’s benefit” shall be that propor- 
tion of the value of the Fund (as last de- 
termined by the Trustees) which the men- 
ber’s benefit bears to the aggregate of the 
benefits of all members. 

PART VI—APPLICATION OF BENEFIT 

IN CERTAIN CASES 

11. Notwithstanding anything herein con- 
tained to the contrary, a member’s benefit 
shall be charged with the payment to the 
firm of: 

(a) all amounts owing by him to the firm; 

(b) any loss incurred by the firm in con- 

sequence of his fraud, dishonesty, or 
misconduct; 
the costs of all proceedings civil or 
criminal incurred by the firm in re- 
covering any amount owing by him to 
the firm or in respect of his fraud, dis- 
honesty or misconduct. 
A Statement in writing signed by the firm 
stating the amount charged and requesting 
that the same be paid to the firm shall be 
sufficient authority to the Trustee to pay such 
amount to the firm. If the amount for the 
time being standing to the credit of his Con- 
tribution Account is greater than the amount 
so charged the difference shall be payable to 
the member in accordance with clause 8. 

12. (1) If a member— 

(a) becomes bankrupt; or 

(b) is declared an insane or incapable per- 

son; or 

(c) 


(c) 


does or attempts to do or suffers any 
act or thing or if any event happens 
whereby if his benefit or any part 
thereof were payable to him absolutely 
he would be deprived of the right to 
receive it or any part of it or it would 
be disposed of or dealt with otherwise 
+ a in accordance with this Deed; or 
e 

is suffering from any physical dis- 
ability which in the opinion of the 
Trustees renders him unable to manage 
his own affairs; j 

he shall cease to be presently or presumptively 
entitled to his benefit or any part thereof. 


(d) 
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(2) In any such event the Trustees 
may in their absolute discretion apply the 
amount of his benefit then remaining in their 
hands or under their control for the main- 
tenance and support or otherwise for the 
benefit of such member or such one or more 
of his dependants as the Trustees may in 
their absolute discretion determine. The pay- 
ment or application of moneys in pursuance 
of this clause shall be a complete discharge 
to the Trustees therefor. 


PART VII—ADMINISTRATION 


13. The Fund shall be administered by 
three Trustees, who shall be appointed by the 
frm, and the first Trustees shall be the 
parties hereto of the second part. 

14. The Trustees may meet together for 
the despatch of business adjourn and other- 
wise regulate their meetings as they think 
ft and may determine the quorum necessary 
for the transaction of business. Subject to 
cause 19 the signature of any two Trustees 
shall be sufficient for the execution of all 
deeds documents and other instruments to be 
executed in connection with the conduct of 
the business of the Fund. 

15. The Trustees shall keep— 

(a) minutes of their resolutions and pro- 
ceedings in a book provided for that 
purpose; 

(b) a register of members showing their 
full names and addresses and particu- 
lars of the benefits to which they are 
respectively entitled; 

(c) a Contribution Account for each mem- 
ber as provided by clause 5; and 

(d) such accounts of the moneys received 
and disbursed by them as may be neces- 
sary. 

Once in each year the Trustees shall report 

on the affairs of the Fund and such Report 

shall be produced to the firm and made avail- 
able for the inspection of the members in 
such manner as the Trustees may determine. 

16. (1) The office of a Trustee shall become 
vacant if he— 

(a) dies; 

(b) resigns his office by notice in writing 
to the Trustees; 

(c) becomes bankrupt or makes an assign- 
ment to or composition with his credi- 


tors; 

(d) is removed from office by the firm. 
(2) If a vacancy occurs among the 

ae a new Trustee shall be appointed by 
rm. 

_ (8) The continuing Trustees may act 
wtwithstanding any vacancy for the time 
ting in their body but so that if the num- 
rt falls below two the continuing Trustee 
shall not act. 

17, (1) The Trustees in the exercise of the 
wthorities powers and discretions hereby 
vested in them shall have an absolute and 
neontrolled discretion and may exercise or 
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enforce all or any of such powers authorities 
or discretions from time to time and at any 
time or may refrain from exercising all or 
any of such authorities powers or discretions 
from time to time or at all and their decision 
as to the interpretation and effect of this 
Deed shall be final. 

(2) A Trustee shall not be liable for— 

(a) any losses except losses arising from 
his own wilful default; 
the acts or defaults of his co-trustee 
or co-trustees or of the firm or any 
member thereof; 

(c) any act or acts done bona fide in con- 
formity with the decisions of the Trus- 
tees hereunder; or 

(d) the neglect or default of any solicitor 
banker accountant or other agent em- 
ployed in good faith by the Trustees. 
(3) The Trustees and each of them 

shall be indemnified against all liabilities in- 
curred by them in the execution of their 
duties hereunder and shall have a lien on the 
Fund for such indemnity. The costs charges 
and expenses incurred by the Trustees in and 
incidental to the administration and winding 
up of the Fund or otherwise in relation 
thereto to the extent to which they are not 
paid by the firm shall be paid out of the 
Fund. 


PART VIII—INVESTMENT 


18. The Trustees may invest the Fund in 
the following investments: 

(a) any investment in which by the laws 
of New South Wales Trustees are 
authorised to invest; 

(b) the purchase or upon mortgage of land 
of any tenure, improved or unimproved; 

(c) fully paid shares or debentures of any 
company which is listed on any stock 
exchange in Australia New Zealand 
Great Britain or the United States of 
America; 
units or sub-units or other investments 
of First Australian Superannuation 
Trust or any other fixed or flexible unit 
trust established by Australian Fixed 
Trusts Pty. Limited or of any fixed or 
flexible unit trust established or pro- 
vided by any other company and of a 
similar kind to any unit trust estab- 
lished by Australian Fixed Trusts Pty. 
Limited; 

(e) interest bearing deposits with the said 
firm or any bank. 

19. The Trustees may open and operate on 
such bank account as they think desirable and 
all cheques and other negotiable or trans- 
ferable instruments and all receipts for 
moneys paid to the Fund shall be signed 
drawn accepted endorsed or otherwise exe- 
cuted as the case may be in such manner as 
the Trustees shall from time to time by 
resolution determine. 
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PART IX—BORROWING 


20. The Trustees may at any time and 
from time to time borrow and raise money 
for any of the purposes of the Fund and 
secure the repayment of money so borrowed 
and interest thereon by mortgage or charge 
over all or any of the assets of the Fund; and 
no lender shall be concerned to inquire as to 
whether the necessity for any such borrow- 
ing has arisen or as to the purpose for which 
it is required or as to the application of the 
money borrowed. 


PART X—GENERAL 

21. Each member hereby irrevocably ap- 
points the Trustees and each of them his 
attorneys and attorney to execute sign and 
do all such deeds instruments and things as 
the Trustees may consider necessary or de- 
sirable in order to carry out and give effect 
to this Deed or the powers vested in the 
Trustees hereunder. 

22. All amounts payable hereunder shall be 
calculated in Australian currency according to 
the current rate of exchange at the date of 
payment thereof. 

23. A copy of this Deed shall be kept by 
the firm at its head office and shall be open 
to inspection by any member at all reason- 
able times. 

24. The Trustees may from time to time 
by instrument in writing and with the written 
consent of the firm but not otherwise repeal 
alter or add to any of the provisions of this 
Deed for the time being: Provided— 


(a) that no alteration addition or repeal so 
made shall reduce vary or otherwise 
limit the benefit of any member with- 
out his written consent, but a differ- 
ence of less than one pound (£1) in 
the amount of the benefit of any mem- 
ber shall not be deemed to constitute a 
reduction variation or limitation of a 
member’s benefit; and 


that no alteration, addition or repeal 
shall be made which would have the 
effect of substantially varying the basic 
principles hereby established for the 
constitution of the Fund, and the certi- 
ficate of a King’s Counsel nominated 
by the Firm as to whether any pro- 
posed alteration addition or repeal 


would or wouid not have that ¢ 
shall be accepted by all the memb 
as conclusive. 


PART XII—CRYSTALLISATION OF 
FUND 

25. After the death of the last survive 
the descendants now living of Her Ma 
Queen Elizabeth II or after any earlier 
upon which the firm decides that no furt 
contributions shall be made by the mem 
the Trustees shall continue to administer 
Fund in accordance with the provisions) 
this Deed, except that no further con 
tions shall be accepted from the mem 
and no new members shall be admitted: 
when all the members’ benefits have been 
or applied under clauses 8 to 12 inclusive, 
Fund shall be deemed to be dissolved and 
Deed shall cease to have effect. Provided 
if at the expiration of twenty-one (21) ye 
after the death of such last survivor # 
shall be any members’ benefits remaining} 
paid, the same shall be paid out forthwitl 
the persons entitled thereto and the 
shall be dissolved and this Deed shall cea 
have effect. ; 

IN WITNESS whereof these presents 
been duly executed the day and year 
hereinbefore written. 


THE FIRST SCHEDULE HEREINBEF@ 
REFERRED TO 
Initial Members: 
THE SECOND SCHEDULE HEREIN- 
BEFORE REFERRED TO 
The Net Income or Net Loss of the 
for each period as defined in clause 7(1) 8 
comprise: 4 
(i) Income from investments, 
interest on moneys stand- 
ing to the credit of the 
Trustees in the books of 
ES 
(ii) Profit from sale of invest- 
ee eee eer 
Less (i) Expenses .. .. £ 
(ii) Loss from sale 
of investments £ 


Net Income or Net Loss £ 


SIGNED SEALED AND DELIVERED 
etc. ; 


@© 
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